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PREFACE 


The year 1991 becomes coterminus with the formulation of 8th 
Five Year Plan. The approach to 8th Five Year Plan was discussed in 
the National Development council (NDC) on 18th-19th June 1990. It 
has been planned to maintain an overall GDP growth rate of 5.576 per 
annum. The employment generation will be to the tune of 376 and net 
inflow of external resources 1.5% of the GDP. It is also expected that 
the 8th Indian Plan document will be ready by March 1991. That's why 
an effort has been made to bring out this book i.e. "Planning 8th Plan" 
before March 1991. It has not been possible to cover all the sectors 
which go to constitute a country's plan. Certain key sectors running in 
VII parts viz. (I) Historical Perspective and Approach, (II) 
Agriculture, (III) Industry, (IV) Rural Development, (V) Human 
Resource Development, (VI) Public Finance and (VII) Miscellaneous 
have been included. 
The 8th Plan is beset by many problems. The biggest perhaps is 
the resource crunch. In order to maintain GDP growth rate of 5.5%, 
annual funds requirement at the 1989-90 prices would be around 
Rs.650,000 crores. Within the current financial scenario of the country 
it appears well-nigh impossible to arrange so much money and reinvest 
the same during the subsequent years. Unemployment is galloping at 
a neck break speed. Its intensity has been further hightened by the 
ensuing issue of the Reservation Problem. In one of the press releases 
made during September, 1990, the Government has pledged to create 
additional jobs for 0.5 million Graduates and 2.5 million 
non-Graduates. How can these three million and many other 
additional jobs be created, is a big question mark? 
The 1st Chapter comprises "Approach to 8th Plan" which covers 


VIII Planning Indian 8th Plan 


the importance of its approach, strategies and implementation. The 
role of Voluntary Sector has also been highlighted. 

Chapter 2 deals with "Planned Economy" in its historical 
perspective comparison with the performance of some of the previous 
plans has been taken care of in this essay. The problem of resources 
especially in view of the recommendations made by the 9th Finance 
Commission Report has also been taken up. 

Chapter 3 deals with "Right-to-Work". How can the 
"Right-to-Work" programmes in the rural as well as urban areas benefit 
the teeming millions has been dealt with in this article in the light of its 
objectives clearly spelled out in the "Approach to 8th Five Year Plan 
1990-95", which interalia reads, "the extent and till such time that 
employment generated through the normal development does not 
adequately meet the requirements of those seeking work, a special 
programme of guaranteed work to the unemployment would be 
necessary", 

In chapter 4 captioned "Privatisation of R & D in Agriculture" the 
importance of research and development in agriculture especially in 
the private sector has been analysed. Research has to be linked up with 
marketing of the produce harvested. The role of the research by the 
private farmers and official institutes has been taken up in this chapter. 

Chapter 5 deals with "Role of Agricultural Exports". The Indian 
agricultural commodities have a great potential for export provided 
certain steps and incentives are granted. Some such points have been 
included in this article, 

Chapter 6 deals with "Planning for Agricultural Marketing". The 
aspects of agricultural marketing, handling of surpluses, storage of the 
farm produce and agri-business have been taken care of in this chapter. 
Alongside the strategy of increase in production, the important area of 
agricultural marketing calls for a special attention in the light of the 8th 
Plan. This will not only benefit the producers but will also satisfy the 
the ultimate consumers, 

Chapter 7 viz. "Informal Sector and Manufacturing" deals with the 
hitherto-fore neglected informal and cottage industries in the small 
and family size sectors. In view of the unemployment galore, 
self-employment has to become the bread winner of the educated and 
uneducated populace. This calls for viable incentives and also training 
of the different entrepreneures. 

In Chapter 8, the subject of "Processing Industries and Small 
Sector", has been taken up. In order to boost the small sector alongside 
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the on-going tempo of setting up of large, heavy and multi-national 
sectors, there is a need for boosting up indigenous agro-based industry 
in the small sector especially in the rural areas. 

“In Chapter 9 i.e. "Traditional Crafts Handlooms etc." problems 
relating to grass-root and cottage industries have been highlighted and 
suggestions to give a further fillip to the informal sector have been 
handled which should become a major source and the livelihood of the 
drudges. t 

Chapter 10 titled "Rural Development" encompasses the 
importance of the rural development in the 8th Plan and also the 
analysis of poverty alleviation and employment guarantee programmes 
in the 7th Plan. This chapter may serve more useful purpose when read 
in conjunction with chapter 3 i.e. "Right-to-Work". 

Chapter 11 on "Rural Planning" calls for a renewed approach in 
rural planning and goes to suggest how to make the grass-root 
employment schemes more effective. In this chapter important aspects 
of health and family planning too have been covered. 

"Human Resource Development" has been covered in chapter 12. 
This high-lights the approach to education and adult education both 
in the rural and urban areas. Emphasis has been laid on proper 
education at micro and macro levels. 

"Women in 8th Plan" forms the corner-stone of the welfare of the 
women-folks in India. Women form a very important cross-section of 
the earning members in the society yet their life is beset by a number 
of problems. This essay goes to pinpoint some of these aspects. Rightly 
this chapter makes an impassioned appeal for the development of 
women in the country. 

Chapter 14 namely "Education Health and Welfare" as its title 
goes, draws the attention of the planners, economists, politicians and 
bureaucrats towards the troika of these three aspects. The 8th Plan 
must promote these three important sectors of life in India. 

Chapter 15 consists of "Youth and Their Role Tomorrow". The 

„importance of the youth resource, its development and final 
employment are some of the aspects which have been tackled in this 
chapter. 

Chapter 16 namely "Public Finance" cruises through some of the 
aspects of financial discipline and also makes suggestions vis-a- vis how 
to reduce deficit budgeting and curb inflation. 

Chapter 17 i.e. "Abolition of Black Money" includes the measure 
for curbing the black money and also its control during the 8th Plan. 
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In chapter 18, "Transportation and Economic Development", The 
importance of transportation and its development has been dealt with. 
Transportation in the 8th Plan has to become a true emblem of 
economic development. 

Chapter 19 i.e. "Public Policy Analysis in a Neglected Aspect" 
brings us to the termination of our journey through this book. "Public 
Policy Analysis" is a totally unknown quantity in the planning process 
of India. "Planning for 8th Indian Plan" is an opportune moment for 
making this much-needed beginning. 


Purshotam D.Vashist 
LAS 
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PART -|I 


HISTORICAL PERSPECTIVE 
AND APPROACH 


Chapter 1 


APPROACH TO 8th PLAN 


Dr.G.Thimmaiah 


INRODUCTION 


aunching of Eighth Five Year Plan synchronises with the 
Lisez: of the new decade which is also the last decade of 
the 20th century. It also gives an opportunity for the planners to take 
stock of the past achievements as also the strengths and weaknesses of 
the economy. Even so, people are not exhilarated over this prospect 
mainly because, the Five Year Plans have not been able to create 
common man's confidence in solving the country's economic problems. 
There is a feeling of "developmental fatigue" even in the administrative 
machinery which has shouldered the unenviable task of implementing 
Seven Five Year Plans and five Annual Plans. At this momentous time, 
change of government occured at the national level. This change was 
followed by the reconstitution of the national Planning Commission. 
The present Planning Commission is broad-based both in size and in 
scope of experience of the members. The country is watching the new 
planners as to how they are going to create fresh enthusiasm and 
interest in the Eighth Five Year Plan. This is particularly so in the 
context of gradual dismantling of regimentation and Central control of 
planning process in the traditionally planned economies like the USSR 
and China. 
It appears that decentralisation of the planning process has come 
to gain its legitimacy. But decentralised planning process by itself is not 
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sufficient to realise the goals of Five Year Plans. There is also some 
dispassionate thinking on the future role of the public sector in solving 
the country's problems. Taxation and borrowing seem to have reached 
their limits atleast in their overall aggregate potential to finance future 
plans. User charges appear to be gaining gradual acceptance as useful 
as well as desirable way of financing specific beneficiary-oriented 
projects. All these changes in people's outlook have come about as a 
sort of lessons of past development experience. 


Inthe light of these changes in people's outlook, the planners will 
have to formulate the approach to the 8th Five Year Plan and initiate 
national debate on the objectives, strategies and programmes which 
will have to be pursued during the 8th Five Year Plan period. The 
objectives of Eighth Five Year Plan emerge from the major problems 
facing the country. When such objectives are translated into phased 
programmes, they become quantitative targets of the Eighth Five Year 
Plan. The Planners will have to formulate appropriate strategies, 
programmes and projects to achieve these targeted objectives. 


OBJECTIVES OF EIGHTH FIVE YEAR PLAN 


In the past the conventional macro approach to the formulation 
of Five Year Plans identified the macro objectives like increasing the 
national income and per capita income. Besides, the Five Year Plans 
used to have multiple objectives, even though most of them were 
derived from the macro objectives. As a result the national as also the 
state Level Five Year Plans focussed more on macro objectives and 
also listed multiple objectives without examining their consistency. At 
the states level, the Five Year Plan objectives used to imitate the 
national approach and identify the objectives of increasing the per 
capita G.D.P. to that of national level by the terminal year of a Five 
Year Plan. 


The Eighth Five Year Plan Should make some departure from this 
conventional approach. The Eighth Five Year Plan should identify one 
or two crucial objectives which are very necessary for satisfying certain 
essential basic needs of the people and at the same time to develop the 
economy so as to reach the long-term goals like achieving self-reliance 
etc. For instance, the Eighth Five Year Plan should aim at reducing the 
percentage of people below "poverty line" to 15% by the terminal year 
of Eighth Plan (1995). In order to achieve this objective of substantially 
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reducing the absolute poverty, the economy will have to generate 
additional income. Assuming that it will be possible to formulate 
appropriate policies and programmes to make this additional income 
to reach the people "below poverty line", the Eighth Five Year Plan will 
have to aim at substantially higher rate of growth of GDP. Though GDP 
growth rate is looked down upon by the new Planning Commission as 
an avoidable objective, ultimately the planners will have to use it for 
estimating the extent of effort required to achieve the objective of social 
development. 


The Eighth Five Year Plan should focus attention on the 
reduction of absolute poverty as the single most important objective of 
development strategy because removal of economic deprivation of the 
people is the final goal of the development plans. It is also necessary 
to ensure increase in GDP and per capita GDP for achieving the final 
goal of reducing of absolute poverty. Earlier plans used to determine 
first the feasible rate of growth of GDP and per capita GDP and then 
used to treat the reduction of poverty as a residuary objective. But the 
Eighth Five Year Plan should reverse this order by treating the 
objective of reduction of poverty as the top-most priority of the Eighth 
Five Year Plan. Further, the objective of increasing the GDP through 
various output producing and income generating programme should 
be treated as only means to achieve the main objective of reducing 
absolute poverty. It is true that the objective of reducing poverty has 
alsways been associated with increasing employment opportunities for 
the poor people. This is also based on the assumption that such 
employment will ensure the required income for poor people to enable 
them to cross the "poverty line". But experience has shown that in a 
semi- capitalistic economy operating in a semi-feudal social set-up the, 
poor people may be fully employed but still unable to carn enough 
income to support their dependents so as to move above the "poverty 
line". This paradox is explained by the low wages in the unorganised 
sector. Even transfer payments from the Government and loan 
assistance from the banks will not be adequate for some sections of the 
poor people to make them economically viable. In other words, 
providing employment is a necessary condition for lifting the people 
above the "poverty line", but not a sufficient condition. Therefore, the 
development programmes will have to be designed in such a way as to 
properly identify the poor and bring them into the mainstream of 
development process. 

This requires two basic steps: First, the development programmes 
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should generate wage employment as well as self-employment 
opportunities with guaranteed minimum income. Second, 
corresponding to the generation of such income, development plans 
should create abundance of basic goods like foodgrains, so that the 
essential commodities are readily available for consumption by the 
poor. In addition to these, certain social services like primary education 
and primary health facilities should be made easily accessible to the 
poor people to improve their quality of life. Eighth Five Year Plan 
should formulate appropriate plan programmes to ensure these 
pre-requisites. 

Such development strategy requires not merely targeted increase 
in GDP and per capita GDP but also an appropriate mix of 
developmental strategies and programmes to ensure percolation of the 
fruits of development to the poor. This would automatically require 
not only strategies and programmes intended to ensure increase in 
GDP and per capita GDP but also to create proper mechanisms for 
the distribution of the increased income among different sections of 
the society spread over different regions of the country. The required 
pattern of distribution mechanism cannot alone be created through 
welfare measures. It requires productive employment opportunities 
with guaranteed wage rate. Besides, the enterprising among the poor 
should be guided through appropriate training and financially assisted 
to take up self- employment schemes. 


STRATEGIES OF DEVELOPMENT 


Perspectives of development and the broad framework of 
objectives would require appropriate overall as well as sectoral 
strategies. Overall strategies would have to be appropriate for 
achieving the major perspectives of development and sectoral 
perspectives will have to be designed to translate the objectives into 
concrete achievements at the grass roots levels. The strategies of 
development may encompass necessary corrections as well as 
reorientation of some of the earlier strategies and designing of new 
strategies if necessary. In this context, it would be instructive to identify 
the weaknesses of the present overall plan strategy. 

Planning involves prudent allocation of scarce resources to 
rationally chosen priority sectors. Though Indian planning strategy 
started with such allocation strategy, the planning regime lost sight of 


"Approach to 8th Plan 7 


the necessity of rational allocation of resources. This has been partly 
encouraged by the increased level of savings in the late 1960s and early 
70s and partly forced by unimpressive impact of plan programmes on 
poverty. Consequently, in an attempt to integrate equity objective, 
redistributive programmes were designed and made an integral part 
of Five Year Plans. Thus antipoverty programmes have becomes an 
integral part of the Five Year Plans. Subsequently, welfare 
programmes emerged mostly at the states level. Today, as a cumulative 
consequence of such mixing of investment programmes with 
antipoverty programmes, many welfare programmes have come to be 
included in the plan programmes. Political compulsions have forced 
the planners to include all possible programmes in the Five Year Plans 
and as a consequence, the core programmes have come to face paucity 
of funds. This situation needs immediate attention as, otherwise, it is 
likely that the country may continue to waste its scarce resources 
without realising the benefits of development. Therefore, the first step 
in the formulation of the overall strategy is to do away with all kinds of 
programmes in the Five Year Plans and decide about certain core 
sectors like economic infrastructure programmes on which plans 
should concentrate. Once the core economic infrastructure 
programmes are chosen, the required funds should be allocated 
according to the specified targets. All other programmes may be 
accommodated as and when resources become available or treated as 
non-plan programmes. Once the plan outlay for core economic 
infrastructure programmes is decided any resource crunch in the 
course of plan implementation should affect non-plan outlay and not 
plan outlay. This should be the main strategy of planning in the Eighth 
Plan period. 

Another overall strategy is related to allocation of funds even 
within the core sectors themselves. Within the chosen core 
sector,programmes like economic infrastructure development should 
be prioritised and adequate funds should be allocated for their timely 
completion. What is happening now is that limited funds allotted to 
Core sectors are distributed thinly among too many projects. The result 
is that most of the projects remain incomplete for want of funds and of 
required efforts of the executing authorities. Though in the recent past 
an attempt has been made to get over this problem by approving atleast 
one-third of the project cost in one year by including in the budget, the 
actual amount released has not been commensurate with the original 
plan requirements. Consequently the purpose of concentrating on core 


8 Planning Indian 8th Plan 


sectors development has not been served owing to inappropriate 
intrasectoral allocation of funds. This has resulted in delay in the 
completion and cost escalation as also prolonged waiting for the 
benefits of the projects to flow. Therefore, in future step-by-step 
approach should be followed in the implementation of plan 
programmes. Planners should allot adequate funds for the completion 
of prioritised projects first and other projects should be taken up only 
after completion of the earlier chosen projects unless additional funds 
become available for taking up other projects. 


The third overall strategy should be to reduce the capital-output 
ratio with a view to saving the scarce resources and thereby improving 
productivity. This could be ensured by timely completion of the 
proposed projects and reducing delay in the completion of the ongoing 
projects. Besides, full capacity utilisation of the completed projects 
should be attempted so as to exploit the optimum benefits to the hilt. 
Further, it will also require timely identification of the bottlenecks and 
initiating necessary steps to remove such difficulties. Though all these 
are very obvious, in the past these were not attempted in an integrated 
way. The present Plan should compel planners to attempt these three 
steps together for reducing the capital- output ratio. 

The fourth overall strategy should be to reduce interstate regional 
disparities. At the time of reorganisation of the states, there were 
marked differences in the development of infrastructure between 
various regions in most of the states. After reorganisation, the 
development strategies adopted in the Five Year Plans have enabled 
the backward regions to catch up with developed regions. A variety of 
antipoverty programmes, minimum needs programmes, industrial 
policy and also greater emphasis on providing irrigation facilities to the 
backward regions have helped hasten developmental process in the 
backward regions. This approach coupled with other policies 
pertaining to balanced regional development such as vigorous pursuit 
of state level industrial policies, irrigation strategy and minimum needs 
programmes have reduced the gap between the developed and less 
developed regions. The gap is expected to go down further during the 
next two Five Year Plans. Even so, further efforts should be made to 
hasten the pace of overall development of the backward regions in 
each state. Besides, special attention will have to be paid to establish 
inter-regional links in order to ensure greater mobility of natural and 
human resources between regions within the states. 

It has been recognised that the performance of dry land 
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agriculture was mainly responsible for higher growth rate of agriculture 
during 1960s and early 70s. Since the level of poverty and agricultural 
prosperity are inversely related, the development strategy of the states 
should invariably focus on the ways and means of improving the 
performance of agriculture particularly in raising productivity and 
ensuring stability of crop production under dry land agriculture. The 
Eighth Plan of the states should give prominence to dry land 
agriculture. Watershed management programme is an important 
development scheme which should receive top priority in the Eighth 
Plan. Since dry land agriculture is still exposed to uncertain and 
irregular distribution of rainfall, it is necessary to ensure some 
supplementary irrigation facilities which is widely spread over vast 
areas of dry land agriculture. This would invariably expect the planners 
to give importance to desilting and improving of minor irrigation tanks 
and proper management of available water under minor irrigation. The 
State Governments should formulate appropriate extension 
programme to educate farmers in using water under minor irrigation 
and also well irrigation to avoid wastage, preserve moisture and use 
available modern technology to prevent seepage of water in field 
canals. Next in importance would be completion of ongoing irrigation 
projects whether they are minor, major or medium. This is important 
from the point of view of increasing the utilisation capacity. This would 
require speedy completion of all ongoing irrigation programmes so as 
to release water for cultivation in the command areas. 

Corresponding to this the state governments should encourage 
production of food-grains through appropriate mix of price incentives 
and making available the required inputs to dry land agriculture. 
Irrigated agriculture has been going in the direction of 
commercialisation and it has not been possible to enforce scientific 
cropping pattern in major command areas because of price 
fluctuations and’ owing to farmers’ preference for stable output. 
Therefore, more emphasis should be laid upon to provide extension 
facilities to dry land agriculture. Linked to this strategy is the watershed 
management in dry areas. Here, area approach rather than sectoral 
approach would be a better alternative strategy. i D 

Next to agriculture development, the Eighth Plan will have tọ give 
fillip to development of industries, partiçularly to small scale industries 
in semi-urban and rural areas. This would require proper industrial 
development policies involving certain incentives in the form of 
providing infrastructural facilities like industrial sites, roads and 
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communications, power and such other facilities necessary for starting 
the industries. It would be better to encourage informal and small scale 
industries rather than medium or large scale industries which create 
environmental problems, require more power and fail to generate 
enough employment. A large number of trained technical graduates is 
available in the country and their talent needs to be harnessed by a 
proper entrepreneurial development policy. 

In this context, it is necessary to review the future role of public 
sector both at the National and at the state levels so that the scarce 
resources are not locked up in unremunerative and fanciful 
enterprises. If necessary, some of these loss making enterprises may be 
converted into joint sector enterprises and a few persistent loss making, 
units may be sold off or wound up. 

The local entrepreneurs should come forward to manage them 
on co- operative basis. There is, therefore, need for a thorough review 
of the government's policy relating to public sector enterprises in the 
country. 

In the overall strategy of development, power and irrigation are 
still crucial for the development at the states level. Power is important 
not merely for the expansion of industrial sector, but also for ensuring 
stability of output in the agricultural sector through supplementary well 
and lift irrigation. Though the State Governments have been following 
the policy of creating additional generation capacity, it has not 
minimised the problem of power shortage. This is mainly because this 
policy tries to meet the demand (instead of managing it) for power 
from supply-side. It took for granted the past and the existing pattern 
of demand and power consumption and tried to meet this demand by 
expanding the generation capacity and by import of power from 
neighbouring states. This has not solved the basic problems of meeting 
the overall demand as well as proper allocation of scarce power among 
the competing needs. The moment the state governments faced 
persistent power shortage, they should have decided to regulate not 
only the overall demand for power consumption but also the inter and 
intra-sectoral power consumption by different categories of 
consumers. It would have been more appropriate to contain the growth 
of power consumption for domestic and commercial purposes and 
supply only the imported power at higher tariff to these categories of 
consumers. This would have acted as a rationing device for not so 
essential consumption purpose. Instead, the whole power has been 
pooled and supplied to all the categories of consumers without 
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prioritising allocation. The state governments should immediately 
formulate appropriate policy for demand management which should 
include restricted supply of power to non-essential purposes and high 
priced power for certain other categories and thereby make available 
enough power to agriculture and non-power intensive industries. 
Besides, the state governments should try to encourage use of locally 
available resources for the generation of energy so that the growing 
demand for power in rural areas will be met partially from within rural 
areas. For example, it would be desirable to encourage the use of biogas 
for cooking and lighting in rural areas. Proper incentives and extension 
facilities will have to be evolved to encourage installation of biogas 
plants in rural areas. Though the community biogas plant scheme isan 
attractive idea in terms of its management, it does not work as 
effectively as it was envisaged earlier. It is, therefore, desirable to 
examine the possibility of Panchayats taking up the responsibility of 
managing the community biogas units. Besides, wherever possible, 
individual biogas plants may be encouraged in the rural areas. 

It is both desirable and necessary to supply power even to 
agriculture by installing meters. This ensures proper recording of 
consumption and also enables the State Electricity Boards to monitor 
energy consumption by agriculture. It is also necessary to price the 
energy even if it is priced at subsidised rate when supplied to 
agriculture. Differential pricing of energy is an accepted policy and 
there seems to be still some scope for revising the tariffs. This acts as 
a regulatory mechanism as at a reasonably higher price the demand 
will definitely come down. Besides, the power supplied may have to be 
staggered for different purposes and areas, so as to make the limited 
supply available to all the essential consumers. Thus a judicious mix of 
pricing policy and direct (control) regulation will have to be used for 
demand management. , 

The States should formulate a more comprehensive irrigation 
development policy consistent with their overall. development 
strategies. Such a policy should give priority to minor irrigation 
projects which are spatially spread. And in the context of skewed 
distribution of water resources in most of the States, it would be the 
most appropriate strategy to offset unequal distribution of water 
resources. The State Governments should try to construct as well as 
restore minor irrigation tanks wherever possible so as to offset the 
unequal distribution of water resources. The minor irrigation projects 
ensure spatial distribution of the irrigation facilities and they cater to 
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a large number of farming families including small and marginal 
farmers. A network of properly maintained minor tanks will ensure 
regular recharge for underground water for well irrigation. Their 
construction as well as annual repairs and maintenance will create a 
large number of mandays of employment, particularly during the 
off-season. Therefore, the state governments should give prominence 
to minor irrigation tanks in the Eighth Five Year Plan. 

Next step, in irrigation development is the need for completion 
of already started ongoing irrigation projects. This may include minor 
as well as major and medium irrigation projects. Some of these projects 
were started ten to fifteen years ago and they require only a few crores 
of rupees each for completion so that the irrigation potential of the 
states would shift substantially upwards once these projects are 
completed. This should become the second top most priority for 
achieving the targeted irrigation potential in the Eighth Plan period. 
Finally, the states should formulate appropriate and feasible long-term 
Plans for the utilisation of all the water resources particularly the water 
which flows in the interstate rivers. Such a policy should also search for 
funds from both international agencies and also from the prospective 
beneficiaries so that a part of the resources are generated from within 
the sector itself. This also creates the feeling among the common 
people that those who are going to benefit from such irrigation projects 
are bearing a part of the initial cost. Though such a policy should be 
made equally applicable to minor and medium irrigation projects, it 
should be effectively enforced in the major and medium irrigation 
projects. 

Finally, there has been a growing gap between the potential 
created and actually utilised in the field of irrigation. The command 
area development which was started with all the fanfare has not 
achieved all its objectives. It would be appropriate to review the 
weaknesses in the overall strategy of Command Area Development 
and make appropriate changes if necessary by formulating a strategy 
to utilise the irrigation potential in the command areas. 

The above outlined strategies of development are intended to 
achieve the overall perspectives of development. Invariably they 
include some sectoral strategies also. This is mainly because in the 
ultimate analysis the distinction between overall strategies and sectoral 
strategies becomes too thin. The sectoral strategies involve a familiar 
pattern which has been evolved over the years. No doubt, sectoral 
strategies are an essential step for the purpose of implementing the 
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developmental programme and schemes through the traditional 
administrative machinery which is compartmentalised into various 
departments. Consequently, the planning process has always followed 
sectoral approach in the past. This was inevitable for implementing 
various programmes and schemes through the departmentally 
available machinery. But this approach developed a tendency to 
continue the same schemes year after year even after they had outlived 
their utility. It also developed a fragmented view rather than a holistic 
view of development even at the grass roots level. The sectoral outlays 
came to be determined by historical trends rather than by the objectives 
of the plan. Even within each sector the pressure groups were SO 
developed as to corner the sectorally available funds for those areas 
where huge money was involved without reference to the distribution 
of benefits and their overall contribution to the economy. Therefore, 
in the Eighth Five Year Plan though sectoral strategies cannot be 
totally discontinued, there is need for integrating and taking an overall 
view of developmental projects atleast at the grass roots level. Since 
some state governments like Karnataka have created Zilla Parishads 
and Mandal Panchayats at the local level which are entrusted with the 
task of undertaking certain local development programmes, it would 
be more appropriate to have an integrated holistic approach of 
development for area development at local level. Perhaps a major 
programme for such holistic strategy of area development would be 
watershed development. Second, it is not necessary that all the 
programmes and schemes should be implemented in all the states and 
within the states in all the districts and villages. There should be some 
freedom for State governments, Zilla Parishads and Panchayats to vary 
programmes and schemes according to their needs. This would give 
them the required autonomy ‘in choosing the priorities within the 
spheres of development assigned to them and this will enable them to 
bridge the gap, that has arisen in various spheres of infrastructure 
development as a result of the past policy of uniform allocation. of 
sectoral programmes and schemes to all the states and districts. 
Though the country has attained self-sufficiency in food-grains 
production, there are considerable shortages In the production of 
essential commodities like pulses and oil seeds. The future 
development strategy for agriculture should concentrate on 
encouraging production of pulses and further development of oil seeds 
production. This would require timely supply of required inputs to 
farmers in general and to the small and marginal farmers in particular. 
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There should be a clear policy of promoting the allied activities like 
animal husbandry, horticulture, farm forestry, poultry and fisheries. 
Related to these would be encouragement to the establishment of 
agriculture processing units either on co-operative or on individual 
bases. The TRYSEM programme duly financed may be expanded to 
train rural educated youth to take up such activities. The input of 
research in agriculture is still very weak in the states. We have had no 
new varieties of foodgrains in the last fifteen to twenty years. Active 
research in this direction, therefore, needs a big thrust. Availability of 
quality seeds is causing concern in recent years, The National Seeds 
Corporation and the State Seeds Corporations have not been able to 
keep pace with the demand. Moreover, the cost of seeds has been 
increasing due to high overhead costs of these organisations. Time has 
come to review the utility of these organisation and also the possibility 
of giving scope for private sector initiative in the field of seeds 
production, processing and distribution. 


Agriculture is one sector where the public investment is far too 
limited. The growth in this sector is largely dependent on private 
investment and better management of delivery system. Similarly, this 
is also a sector where except for giving advice on prioritising and 
providing research support to the states, the Centre has no role to play. 
The states have now adequate knowledge, expertise and experience to 
take decisions on the overall strategy of agricultural development and 
implementation of these programmes and schemes. Therefore, the 
Central Government and its different agencies should not create 
distortions in the development process of the states. Instead, the 
Central Government should concentrate on the research and 
dissemination of results in the field of agriculture. Probably, the 
Central Government has got a better role to play in the area of 
Research and Development in Agriculture. 

Any perspective of development cannot ignore environmental 
protection. In the past, development strategies ignored the 
environmental consequences of developmental programmes and 
schemes. In the last ten years or so, an awareness has come about for 
the need for protecting environment involving air, water, and the land. 
Past indifference to environmental consequences resulted in 
deforestation and pollution of rivers and rivulets and of water around 
major towns. This needs to be regulated and even if it involves a 
trade-off between growth and environment protection, the states 
should be able to sacrifice some development in not so essential areas 
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for the sake of preserving proper environment. The environmental 
policy of the Central and State Governments has resulted in passing of 
legislations but without sufficient teeth to prevent pollution. Therefore, 
a fresh look will have to be taken at the existing policies and legislation 
relating to environment. 

Another issue relating to both developmental and environment is 
the quality of life for the ordinary people. It is not enough if output is 
produced and environment is protected. The common masses should 
be enabled to receive and enjoy certain minimum basic goods and 
services to lead a reasonably decent life. This would require a package 
of basic needs to be provided through plan programmes. They include 
elementary education, adequate nutrition, rural sanitation and 
community health services, family planning, housing and public 
distribution system. The Eighth Plan should make this programme of 
minimum basic needs as its integral part. This is necessary to ensure 
equity in the enjoyment of certain social and community services. 

At present, the anti-poverty programmes and welfare 
programmes are becoming very prominent in the plan outlay. Though 
the outlay on the IRDP has been shared by the Central Government, 
some of the state governments have introduced a wide variety of social 
welfare programmes like subsidised rice scheme, mid-day meal, 
distribution of sarees and dhotis, free text books for school children, 
old age pension and widow pension. Some of these programmes which 
were started initially as non-plan programmes have been converted 
into plan programmes. Consequently, the outlay on plan programmes 
has come to be reduced. There is need, therefore, at this stage to review 
the whole gamut of antipoverty and welfare programmes. Within the 


IRDP, it is better to increase the amount of assistance to the 
beneficiaries and concentrate on viable beneficiaries to lift them above 
SB under IRDP to small scale 


poverty line. It is better to transfer I , 
industries development programme. It is also desirable to convert 
TRYSEM into rural entrepreneurship development programme. For 
the rest of the poor, wage employment becomes inevitable. 

There is need for reviewing all the welfare programmes 
undertaken by the state governments. Some of the earlier programmes 
have been indirectly taken over by the Central Government. There is 
no need for implementing both the schemes. Whatever welfare scheme 
that the state governments may like to retain may be converted into 
non-plan programmes. Their scope and the level of assistance can be 
varied depending upon additional resources available for undertaking 
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them. The outlay on these welfare programmes should not affect the 
plan outlay. 


RESOURCE MOBILISATION 


Indian Five Year Plans have been mostly financed by domestic 
resources. The extent of foreign aid sought and used for financing the 
plans has varied from 10 to 38 per cent of the outlay. However, at the 
States' levels the extent of dependence on Central assistance has been 
substantial, though state governments have also been mobilising 
substantial additonal resources. Notwithstanding such self-efforts of 
the nation as also the states, during the 1980's the country as a whole 
started facing resource crunch particularly in the public sector. This 
resource crunch emerged inspite of the increased domestic saving rate 
upto 2276. This has been mainly the result of unbridled increase in the 
non-plan expenditure of both Union and State Governments, increase 
in the capital output ratio and fall in the rate of normal growth of 
revenue partly because of mounting losses of public enterprises and 
partly on account of fluctuating level of GDP on account of adverse 
natural factors. As a cumulative effect of all these, the balance from 
current revenue of both Union and the State Governments has become 
negative and what is worse both the Union and State Governments 
have been forced to meet their revenue expenditure by borrowing. 

Whenever the issue of resources for plan is discussed, the tendency 
is to concentrate on only financial resources and that too additional 
taxation. The Eight Plan should make some departure in the exercise 
of resources for the plan. The state governments will have to view the 
resources in totality including physical, human and financial resources. 
Harnessing of physical resources particularly at the grass roots level 
does not require much financial resources, For example, use of biogas 
available in the villages for generation of biogas does not require much 
financial resources which otherwise could have been spent on the 
generation of electricity for supplying to the rural households. Similarly 
use of rural manpower for repair of tanks will increase/restore 
irrigation potential. Formulation of similar appropriate development 
programmes will be necessary for the use of human physical resources 
with minimum financial resources. 

Improving the efficiency in the use of capital assets will reduce 
capital-output ratio which will indirectly release resources for use 
elsewhere. This includes improving transmission of power, speedy 
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completion of irrigation and power projects and plugging 
administrative leakages in various programmes. 

The Central and State Governments should formulate a policy of 
consolidating their public enterprises/corporations. Wherever 
possible multiple units may be merged to reduce overhead costs. The 
units which do not serve any social purpose may be wound up or sold 
to the private sector. All welfare-oriented enterprises may be 
transferred to their respective Government departments. It appears 
necessary to sell or wind up some public enterprises or disinvest from 
them in order to release resources for investment in irrigation, power 
and other core sectors. 

It is-necessary to produce surplus balance on current account of 
the government's budget. This requires steep reduction in non- plan 
and non-development expenditure. First item in this exercise should 
be establishment expenditure. The Central and State Govenrments 

- should take a firm decision not to revise pay scales till 2000 AD. The 
Central and State governments should also implement "golden hand 
shake" policy. Fresh recruitmentn to general administration should be 
stopped during the Eighth Five Year Plan. Zero-Based Budgeting will 
have to be taken recourse to in order to eliminate superfluous schemes 
and staff. A review of all perks including telephone and transport 
facilities given to all government employees will have to be done to 
eliminate unjustifiable expenses. 

In the field of additional resource mobilisation, user charges 

d fully to raise additional revenue from the beneficaries 
Higher education should be appropriately 
priced. Universities should be made to raise at least 20% of their 
expenditure from fees and other charges. Specialised health facilities 
in government referral hospitals should be priced to raise internal. 
resources. Virtually every government service should carry a nominal 
charge by way of fee for making application, entry into public/tourist 
places and for receiving reply. ] 

The state governments should collect advance deposits from the 
prospective beneficiaries of all irrigation projects as it has been done 
in the case of electricity consumers. Deposits of Rs.250 per acre 
irrigated by minor irrigation tanks, Rs.500 per acre in the case of 
medium irrigation projects and Rs.1000 in the case of major irrigation 
projects will not be too heavy on the beneficiaries. These deposits may 
carry 10% interest and the interest amount may be adjusted towards 
water rates which will become due after the completion of projects. 


should be use 
of government services. 
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Once advance deposit scheme is introduced there is no need to collect 
betterment levy. In other words, betterment levy may be replaced bya 
scheme of advance deposits from the past as well as prospective 
beneficiaries. 

Proper pricing policy should be designed for power consumers 
and for users of public transport. As far as possible direct subsidies of 
all kind through the state budget should be reduced. Wherever 
inevitable and justified, cross subsidies may be allowed. Large scale 
writing-off of loans and interest dues should be avoided during the 
Eighth Plan period. 

Finally, the Central government will have to be convinced that it 
will have to help the State Governments even if from opposition, in 
financing their Eighth Plans on more generous terms. The Central 
assistance to state plans has become nagging issue and it has continued 
to persist even after some changes were introduced into the Gadgil 
Formula. The State Governments have not been happy about the 
indicators included in the Gadgil Formula as also about the loan-grant 
components. The Sarkaria Commission has recommended for a review 
of the loan-grant pattern of Central assistance by making it 3 or 4 fold 
pattern like 70:30; 50:50; 20:80; and 90:10 or 60:40; 30:60 and 10:90 
respectively taking into account the loan servicing capacity of states 
etc. The State Governments should bring pressure on the Central 
Government and the Planning Commission to initiate necesary action 
to change the pattern of central assistance to State Plans on the lines 
suggested by Sarkaria Commission. 


PLAN IMPLEMENTATION 


It has become a regular feature of academic and even public 
meetings to praise the Indian Five Year Plans but to find fault with their 
implementation, Therefore, the Planning Commission has suggested 
that we should plan even implementation. This is easier said than done. 


Because it involves several administrative and procedural issues which 
have become complex over the years. 


In the past, over-centralisation of decision relating to priorities, 
selection of schemes and programmes and detailed procedures of their 
implementation led to Suppression of local initiative and even 
frustration. This was partly because of increasing number of Central 
Sector and Centrally sponsored schemes. Therefore, the Planning 
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Commission was partly responsible for ineffective implementation of 
plan programmes by the States. Solution to this lies in drastic cut in the 
number of Centrally sponsored schemes during the Eighth Five Year 
Plan. This view has been endorsed by the Sarkaria Commission which 
has recommended that the Centrally sponsored schemes should be of 
national importance and should be in the nature of pilot projects. The 
Commission has also recommended that such schemes should not be 
introduced in the middle of the Plan as far as possible. It is hoped that 
the Planning Commission will implement these long overdue 
recommendations. It would be better to assist the state governments 
with 100 per cent grants for implementing the Centrally sponsored 
schemes. Such total financial assistance will act as an incentive for 
proper implementation. 

The Planning Commission should ask the concerned Advisers in 
charge of States to visit the States and hold periodic review meetings. 
The State Governments should be left free to devise their own 
procedures appropriate to their local conditions in order to implement 
plan programmes and schemes. 

At the state level several deficiencies have emerged over the years 
in the process of implementing plan programmes. The departmental 
approach to implementation of sectoral programmes and schemes has 
led to perpetuation of even outdated and irrelevant schemes. Here 
Zero Based Budgeting needs to be applied for reducing the influence 
of departmental approach on the perpetuation of outlived schemes. 

Departmental approach to implementing plan programmes and 
schemes has led to a sort of departmental claim for effective 
implementation of all types of schemes. For instance, the Forest 
Department may feel that it is solely responsible and capable of 
implementing any scheme in forestry. Such claims have developed 
partly because of the departmentalisation of "development 
administration". This needs to be curbed and effectivé administration 
should be encouraged even outside the traditional departments for 
achieving developmental goals. 

Interdepartmental coordination is still posing a problem for 
effective implementation of plan programmes and schemes. As a 
result, schemes involving milk production is implemented without 
corresponding implementation of milk marketing scheme by the 
marketing department. Similarly, input supply scheme is not linked 
with the production of inputs as well as use of inputs. Thus coordination 
and integration of plan programmes and schemes both in time and in 
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space is very necessary. The Planning Commission should take up this 
issue for finding a lasting solution. 

Plan programmes, schemes and projects have been implemented 
by various departments often independently without even any attempt 
tolearn from each other's experience, and worst still, without knowing 
about what other departments are doing. Irrigation Department goes 
on implementing projects without informing the Revenue Department 
about the actual area supplied with water. Forest Department never 
bothers about what happens in Agriculture Department. Sometimes 
their rivalry for getting increased outlay is carried to the level of 
keeping other departments ignorant of the pattern, process and stage 
of implementation of the projects. This kind of mindless indifference 
to other Departments’ work has led to unnecessary delay in completing 
procedure and solving field problems through oral exchange of views. 

At the state level monthly monitoring review has become a regular 
feature of concurrent monitoring of the progress of plan programmes. 
These MMR meetings have come to be attended by a large number of 
district level officers. Though MMR meetings are found to be useful, 
the possibility of reducing the large contingent of district level officer: 
attending the meetings deserves to be examined. : 

In recent years, Voluntary Agencies have entered into 
development field in many states. Some of these Voluntary Agencies 
are implementing schemes which are similar to those implemented by 
government departments. But Government Departments hardly make 
attempt to coordinate their schemes with those of the Voluntary 
Agencies. In many cases, they will be duplicating the schemes in the 
same area. Proper coordination between Government Departments 
and Voluntary Agencies may help save the scarce resources for 
deployment elsewhere. 

It is also possible to use Voluntary Sector for effective 
implementation of integrated development programmes which will 
reduce leakages. For instance, rehabilitation of bonded labourers in an 
area requires integrated development schemes involving various 
departments. Such programmes may be very well entrusted to 
Voluntary Agencies for effective implementation. 
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Chapter 2 


PLANNED ECONOMY 


x 


Dr.K.K.Sharma 


Rc planning in India as an instrument of development 
has been influenced by planning policies of other countries, 
mainly the USA, Russia and France. As such, a short appraisal of what 
economic planning seeks to achieve is in order in the Indian context in 
view of the fact that planning in other countries has a significant 
relevance to India. 

Planning in India is a means to abolish poverty, to liquidate 
unemployment, to reduce income disparities, to promote 
industrialisation and to establish a socialist pattern of society. It also 
seeks to control government consumption which in India in recent 
years has grown twice as fast as the GDP, to control inflation and to 
improve the balance of payments position.” In fact, the task of planning 
is to arrive finally at a growth scenario consistent with national 
objectives to be achieved with mobilisable national resources. 


Regarding forei countries, there is no formal economic 
planning in the USA.” In the USSR the whole of socio-economic 
development is planned and executed on the dictates of the Gosplan. 
In between a large number of countries have resorted to economic 

hades to promote economic growth.” In some 


planning of different s e 

countries, economic planning is the national charter of development. 
In East Europe, economic planning is under duress, while in a 
developing economy, 
This is so in the economics of South, 


it may be an exercise in economic arithmeüc. 
South East Asia and Latin 
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America. India has adopted State-sponsored economic planning in a 
democratic set-up, where a five year plan is prepared by the Planning 
Commission for the entire country and is finalised after discussion at 
different levels. 


In economic planning, France stands mid-way between the USA 
and Soviet Russia and developing countries like India have been 
inspired by the French System. The French Monnet Plan was a six year 
charter of development, which began in 1947. The Monnet Plan has six 
basic sectors which are vital for the economy. These basic sectors called 
core sectors in India were steel, cement, farm machinery, coal, 
electricity and transportation, while fuel and fertilisers were added 
later. Production and investment targets were determined in them, 
while in other sectors, they were only indicative. In the public sector, 
most industries were nationalised to achieve the planned targets. Each 
basic sector has a planning commission. The emphasis was laid on the 
profitability of individual projects.’ The direct State participation is 
confined to the core Sectors, whose allocation and mobilisation of 
resources is done by the State, whereas in other spheres of the 
economy, the objectives are indicative only. 


In most of the developing countries, the main objective of 
economic planning is to remove obstacles to growth so that rigidities 
may be removed and economic growth be stimulated. 


THE INDIAN CASE 


The need for economic planning in India was emphasised before 
Independence, though actual economic planning began in 1951. In 
India, attention towards economic planning was first drawn through 
the book on Soviet Planning by Jawahar Lal Nehru in early thirties. 
Thereafter, the famous Engineer-Statesman Sir M.Visvesvaraya 
through his well-known treatise "The Planned Economy of India 
(1934)" outlined targets and made suggestions to attain them. He laid 
down a ten year development programme to double the national 
income. His Suggestion was to attain industrialisation to increase 
employment and economic growth. Thereafter, the Nehru Committee 
known as the National Planning Committee (1942) prepared a 
comprchensive plan for economic development, whose report was 
published in 1949. It suggested that private sector should be the main 
agency for economic development and the State should own public 
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utilities. An expert body was to determine the optimum use of any 
undertaking in the economy. In agriculture, individual enterprise was 
to be subordinated to the needs of the community while the transition 
to collective or co-operative farming was being made. 

The Gandhian Plan drafted by Shriman Narayan Aggarwal, 
Gandhian economist, suggested an investment of Rs.3,000 crores to 
promote decentralised economic structure, wherein emphasis was laid 
on cottage and village rather than large scale industries. 

The Mudaliar Committee of economists, 1941, suggested the 
formulation of policies for the formulation of policies for developing 
transport, banking, industry and commerce, currency and foreign 
exchange, but it did not lay down any policy framework. 

The Bombay Plan, 1944 proposed an investment of Rs. 10,000 
crores with priority assignment of Rs.4480 crores ffor industry. Net 
output in agriculture was to be doubled, while the industrial output was 
to rise five times. The Second Volume dealing with distribution was out 
a year later. The Bombay Planners suggested plan finance of £7,500 
million to be raised through hoarded wealth, sterling securities, 
exchange surplus, foreign borrowings and internal finance through 
savings and created money. The Peoples Plan contemplated a growth 
endeavour under Marxian Socialism and suggested an investment of 
Rs. 15,000 crores over ten years. It was formulated by M.N.Roy. It was 
to provide basic necessities of life to the masses. The First Five Year 
Plan of India perhaps owed its genesis to the People's Plan. 

In the forties, there were many reports relating fo agricultural 
development, rural credit and cooperation. They lacked integration 
and co-ordination and misconceived the nature of post-war economic 
reconstruction. The assumptions of falling prices, deflation and free 
availability of sterling balances did not come to pass. Abundant 
agricultural production did not materialise. i5 

The First Five Year Plan of India 1951-56 was basically a plan for 
rehabilitation. An outlay of Rs. 2,059 crores was the ultimate target. It 


made efforts to prepare the economy for growth. It was a plan to clear 


the deck and attend to renewal and rehabilitation in preparation for 
further development.” Awhole range of rehabilitation responsibilities 
were carried forward to the Second Five Year Plan 1956-61. 


It was necessary to prepare the economy for planned 


development to control inflation, disequilibrium and an overgrowing 


imbroglio of the balance of payments. This is an essential 
characteristic of organised economic planning in India. Its importance 
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is to be emphasised. A durable foundation of economy has to be laid. 
This has been the case with economies. Clearing of deck and 
underbrush during the initial and proximate years were inherent 
strategies of the period plans in developing economies of which India 
is a highly representative example. 

We may now take up the discussion of the principles and practices 
of economic planning in India in greater details, 


FIFTEEN YEARS OF INDIAN PLANNING 


Economic Planning started in India seriously with the First Five 
Year Plan in 1951. A Planning Commission was set up in March 1950, 
whose tasks were laid down specifically. It was to assess the material, 
capital and human resources of the country: to formulate a plan for an 
effective and balanced distribution and utilisation of the resources of 
the country; to lay down the Priorities and set out the stages of 
development; to identify the deterrents to growth and to appraise the 
Progress of implementation, The Planning Commission has prepared 
Five Years Sectoral Plans and converted them into a National Plans. 
It also prepared Progress reports and mid-term appraisal reports. 

The First Five Year Plan came into operation in 1951. It laid the 
foundations of development in agriculture, irrigation, community 
development, transport and communications. It completed works in 
hand. It provided for rehabilitation of refugees, provided a base for 
agronomy by improving land and tenancy system through rehabilitation 
of transportation, etc, It aimed to revive the village level cottage and 
small scale industries and prepare the ground for industrialisation, It 
was based on Harrod-Domar Model. It laid down physical targets of 
production in agriculture, particularly foodgrains, cotton and jute, and 
in industrial and production in finished steel and cement, etc. 1? As 
against the committed resources of Rs.2,374 crores, the actual outlay 


ultimately came to Rs.1968 crores only. The extent of performance was 
as under!* 


1 2 3 4 5 6 7 8 
Sector — 1950-81 1951-52 1952-53 1953.54 1954-55 1955-56 Percentage 
rise of 7 to 
Net Domestic 2 
Product at 


factor cost 8,890 — 9120 ^ 9470 10939 10280 10420 175 
Net output 


per capita Rs246.3 2501 ^ 2566 268.7 209 2721 105 
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The performance of the First Plan was appraised differently by 
different people. Some favoured its achievements, while others 
referred to its weaknesses. Persons like Prof. Brahmananda were of 
the opinion that the Plan was too small to be effective, particularly in 
industry. It made many unrealistic assumptions and made no positive 
effort to overcome the financial hurdles. On the other hand, some like 
S.K.Dey claimed that it made for a new dynamism and laid the 
foundation for further growth. According to the late 
T.T Krishnamachari, it was a plan of preparation and it was successful 
in a large measure. 

The Second Five Year Plan (1956-61) was based on the 
Mahalanobis model which developed the growth parameters in 
investment goods and consumption goods. In fact, it was a variant of 
the earlier Harrod-Domar model of the First Plan. This model 
gies of the Second Plan. It aimed at 


developed the basic strate 
substantially increasing industrialisation, employment and national 


income and at reducing inequality of income and wealth. It laid great 
emphasis on public investment and rapid industrialisation. The basic 
pattern of investment was shifted from agronomy to industry, while in 
the industrial sector emphasis was laid on capital-intensive heavy 
industries, particularly steel. It envisaged the setting up of three steel 
plants in the public sector, expansion of two private sector steel plants, 
a 75% rise in coal production; cement: production, and extensive 
development of railway infrastructure. 

It envisaged an investment of Rs. 6,200 crores, of which Rs. 3,800 
crores were to be in the public sector and Rs.2,400 crores in the private 
sector along with a current development expenditure of Rs.1,000 


crores. The Second Plan sought to create employment for about 80 lakh 
persons and it sought to open new frontiers to build up a sound edifice 


of infrastructure and to 
capital-intensive projects. 
Its programme may be, judged by the fact that the net national 
income rose by 20% against a target of 25% and per capita income rose 
by 8% against a target of 18%. The shortfall was due to annual 
population growth at the rate of 2.2% against an estimate of 1.2%. The 
per capita consumption of basic necessities like food, clothing and 
low the target. It therefore, failed to improve 


shelter remained much be! f 
the standards of living. Exports during the Plan were Rs.3,063 crores 
against a target of Rs.2,965 crores. There was a rise of 3.3% in exports. 


The target in imports was Rs.4,350 crores, but imports rose to Rs.5,402 
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crores, recording a rise of 24.5%. The balance of payments was adverse 
by Rs.2,339 crores. A more disquieting feature was the steep rise of 
30% in prices and it could not create adequate additional opportunities 
for employment. 

It must be said that the Plan made efforts to remove deterrents to 
growth and shifted the basic emphasis from agronomy to industry 
rather too soon with consequent failures in foodgrains, commercial 
crops, price stability and exchange surplus. But it promoted the public 
sector for industrialisation and taxation and public finance were 
adopted as a mechanism for resource mobilisation. It promoted 
infrastructural developments in energy, transport, etc. and provided a 
foundation for accelerated economic growth. 


The Third Five Year Plan (1961-66) was framed when there was 
a financial, foreign exchange and a food crisis. Foreign opinion was 
also critical of India’s over-ambitious Plan which laid emphasis on 
welfare at the expense of efficiency and at reduction of inequalities at 
the cost of rapid economic development.!° This Plan aimed at an 
annual increase of over 5% in national income, self-sufficiency in 
foodgrains, expansion of basic industries like steel, chemicals, fuel and 
power and promoting industrialisation and increasing employment. It 
also sought to reduce disparity in income and wealth. It sought to 
achieve a 5.4% annual increase in national income and 3.2% annual 
increase in per capita income, 


This Plan envisaged a total outlay of Rs.7,500 crores in the public 
sector with an investment Rs. 6,300 crores, while investment in the 
private sector was to be Rs. 4,100 crores. The total outlay was thus Rs. 
10,400 crores. The actual expenditure in the public sector was however 
Rs, 8,576.5 crores. The strategy of this Plan was to expand the 
infrastructure in the energy, transport and communication sectors. The 


mobilization of resources for the Third Plan is given in the following 
Table!” 


ee 


Source Planned Actual 
Rs. in crores Rs. in crores 
Domestic budgetary 
resources 4,750 5,021 
External Assistance 2,200 2,423 


Deficit Financing 550 1,133 
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During this Plan period inflationary pressures increased in the 
economy. There was a great rise in non-plan expenditure and deficit 
financing. During the Plan period there were floods and droughts, wars 
with China and Pakistan, hikes in defene expenditure and delays and 
uncertainties in external aid. The Plan failed to generate employment 
and there was stagnation in the absorption of surplus labour. There was 
an increase in the quality and in the concentration of wealth. In five 
years, prices rose upwards by 36%. The balance of payments crisis 
became deep, leading to a panicky devaluation of the Rupee. 

There were three Annual Plans for the years 1966-67, 1967-68 and 
1968-69 respectively. Their profile is given in the Table below: 


ae 


Rs in crores 
Outlay 1966-67 1967-68 1968-69 
Rs.2,081 Rs1246 — Rs2337 

Production 
Foodgrains(Tonnes) 76(97) 95.6(100) —94(92) 
Cotton (Million 

bales) 4.9 (6.3) 5.6 (7.0) 5.1 (6.7) 
Steel Ingots ` 

(Million Tonnes) 6.4 (7.0) 6.2 (7.5) 4.7 (5.5) 
Cement (Million 

Tonnes) 11.05 (12.5) 11.5 (13.2) 11.5 (12.5) 


aoe e a E MALE ue. 


The Annual Plans were to prepare ground for the Fourth Plan. 
Our agricultural strategy producing new high-yield seeds etc. was laid 
in the Annual Plans and there was exploitation of irrigation potential. 

The Fourth Five Year Plan (1969-74) envisaged an aggregate l 
outlay of Rs.24,882 crores of which Rs. 15,902 crores were assigned to 


the public sector. Unfortunately, there were shortfalls in achievements 
laid down for the Plan, as indicated below: 


of the various targets 
Target Actual 
Public Sector Outlay (Rs. in crores) 15,902 15,780 
Annùal Growth Rate at 1960-61 prices AE 
National Income . 55% o 
2.2% 1.2% 


Per Capita Income 
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Annual Growth Rate 
Agricultural production 5.0% 2.8 
Industrial production 8.0% 3.9% 


There were serious failures in the energy and transport sectors. 
Inflation increased very much and unemployment rose and there was 
population explosion. 

The Fifth Five Year Plan (1974-79) envisaged an outlay of 
Rs.39.303 crores for the public sector and Rs. 27,050 crores for private 
sector. In view of the Fourth Plan experience and the galloping 
inflation, the Fifth Plan lowered the target growth rates, even 
compared to the Draft Fifth Plan: 4.4% (5.5%). Even the reduced 
target were not achieved. About 25 million people were without 

employment. There was no self-sufficiency in financial resources and 
foreign debt increased. 

The Sixth Five Year Plan (1980-85) tried to raise the National 
Income, modernise technology, reduce poverty and unemployment, 
develop the energy sector, improve the standard of living of the masses 
and reduce inequalities in income and wealth. It was to promote 
balanced regional development and to control population through 
Family Planning and ecological improvement. The development 
strategy was to make a material contribution to remove poverty and to 
achieve full employment over a period of about 15 years. An annual 
growth rate of 5.2% was envisaged for the G.D.P. An annual rise of 
3.3% per capita was also contemplated. The per capita income was 
expected to reach Rs.1,744 at 1979-80 prices as compared with 
Rs.1,488 in the base year (1981-82). Total investment was projected to 
grow from Rs. 23,618 crores in 1979-80 to Rs. 36,797 crores in 1984-85. 
G.D.P. at market prices was projected to increase from Rs. 1,08,564 
crores to Rs. 1,46,540 crores. The investment was expected to rise from 
218% in 1979-80 to 24.5% in 1984-85. The total Plan investment was 
estimated at Rs.1,58,710 crores of which Rs. 84,000 crores (53%) was 
to be in the public sector and Rs. 74,710 crores (47%) in the private 
sector. A total outlay of Rs. 1,72,210 crores was envisaged for the Sixth 
Five Year Plan. The public sector outlay was estimated at Rs. 97,500 
crores and the private sector outlay was estimated at Rs. 74,710 crores. 
The resource mobilization was to be through public savings, private 
savings, domestic savings and inflow from abroad. During the period 
of the Plan the balance of trade deficit was to increase from Rs. 2,370 ` 
crores in 1979-80 to Rs.3,970 crores in 1984-85. The balance of 
payments deficit was to be Rs. 9,053 crores. 5 
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THE SEVENTH PLAN 1985-90 


The Seventh Plan was to consolidate the gains of past investment 
spread over three and a half decades of Indian Planning and to to take 
the country on the path to further development leading to equality and 
a tangible rise in social consumption and welfare. It was to remove 
poverty, promote self-reliance through export promotion and import 
substitution. It was to promote efficiency in organisation. Resource 
mobilisation through public sector at 1984-85 prices was to the extent 
of Rs. 1,80,000 crores. ? Tt envisaged a total investment of Rs. 3,22,366 
crores, 40% of which was to be financed from domestic finance, which 
was a tremendous effort at resource mobilisation. The Planning 
Commission assumed the savings rate at 26%. The Plan sought to bring 
about a massive shift in favour of the poor. 

According to the mid-term appraisal under the Seventh Plan the 
growth rate target was 5%, but 1986-87 realisation was 4 per cent. The 
target for industrial growth was 8%, while the mid-term rate was 9%. 


THE EIGHTH PLAN - APPROACH 


In the Approach Paper to the Eighth Plan, the following profile 
may be noted: 1 


SEVENTH PLAN EIGHTH PLAN 

(Expected average) (Expected average) 
1. I.C.O.R. i 4.6 43 
2. Total Savings (26 of GDP) 214 241 
3. Total Investment ( -do- ) 232 25.9 
4. Total Tax Ratio ( -do- ) 16.9 20.0 
5. Revenue Deficit ( -do- ) ()24 (212 
6. Export Growth. (-do-) 6.7 10.0 

The clear-cut priorities of the Eighth Plan are to expand 

employment, squeeze inflation and rein in the deficit in the country's 

account. Hence, the Eighth Plan with. employment as its central 

from the earlier Plans which 


objective has to be fundamentally different qax decks 
considered employment as a by-product of growth. 1 

therefore to envolve a new style of economic growth. The Eighth Plan 
Approach Paper has to be qualitatively different from the former 
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Paper which mainly related to the allocation of scarce domestic and 
foreign resources in various sectors. The Seventh Plan projected a 
decline in poverty line to 29% by 1988-89 but its level was 39% in 1988. 
The urban poor below the poverty line and the ultra-poor among them 
were estimated at 70 million and 30 million respectively in 1988.2 

The Eighth Plan investment in small scale industries must be 
increased to give more direct employment for a given investment than 
large scale industries like steel. It has also to be seen side by side that 
diversion of investment in the employment- oriented industries and 
rapid rural development does not increase demand pressure to 
discourage exports. 

The Ninth Finance Commission Report has recommended 85% 
of the divisible pool of Income tax and 45% of the next proceeds of 
shareable excise duties of the states in the Eighth Plan period. The 
Union Territories will get 1.437% of net distributable proceeds. The 
centre will also retain 1.903% of net proceeds from excise duties on 
textiles, sugar and tobacco. The balance will go to the States, whose 
respective shares will be determined by the Commission. 


The following should be the basic objectives of the Eighth Plan: 


1) Revenue deficits of Centre and States both should be reduced 
almost to nil by March 31,1995. 


2) The fiscal resources should be equitably distributed. 

3) There should be fiscal discipline. Further, revenue budget, 
both Pian and non-Plan should be considered as a whole. The Centre 
having unlimited draft facilities with the Reserve Bank has been 
resorting to deficit financing persistently in its budgets. The Reserve 
Bank of India laid down its credit policy for the first half of the current 
financial year recently. This seeks to control the growth of liquidity in 
the economy and to moderate credit expansion. The disproportionate 
and persistent increase in liquidity has fuelled inflation in the recent 
past. The rate of monetary expansion which was 19.4% in 1989-90 
would be sharply reduced in 1990-91. The real economic growth in 
1990- 91 would be less than the average of recent years. Hence, there 
being a likelihood for inflation to accelerate, monetary and fiscal 
policies should be effectively implemented to control excessive money 
creation. The Central Government deficit in 1990- 91 was cut back to 
Rs. 7,206 crores against the revised estimate of Rs.11,750 crores in 
1989-90. This will help to moderate liquidity growth. The Banks have 
been advised by the Reserve Bank of India to prepare their credit 


px 
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budgets on the basis of a working estimate of aggregate deposit growth 
of Rs. 27,500 crores which will be 16.6% in 1990-91. 

Effective from December 22,1990 the statutory liquidity ratio 
(SLR) would go up to 38.5% of net demand and time liabilities against 
the existing level of 38%. The S.L.R. of 25% for Non- Resident Rupee 
Accounts and foreign currency accounts would be raised to 30% from 
July 28, 1990. Changes have been suggested in interest rates also. The 
short-term money market has been opened to the General Insurance 
Corpn., Industrial Development Bank of India and NABARD. They 
willbe permitted to participate only as lenders. This will, however, pave 
the way for rise in debt. 

Greater attention has to be paid to promote growth in agronomy. 
In Fact, the share of agricultural growth in 1950-51 was 60% of the 
economy which has now been reduced to 30% but the population 
dependent may have been only marginally lower. 

The Government consumption expenditure both at the Centre 
and the States is on the increase. In fact, India needs a reduction in 
consumption expenditure of Government so that productivity and 
profits in public sector may rise. In future, the Government should 
concentrate on infrastructure and should not enter into any other 
manufacturing activity. It is not possible to reduce defence 
e. The Budget for 1990-91 shows a surge in interest 
xpenditure, the two major sources of drain 
on non-Plan revenue account. Subsidies however require scrutiny. The 
revised estimate of the budget deficit for 1989-90 was Rs. 11,750 crores, 
while the estimated deficit for 1990-91 was Rs. 9,165 crores at existing 
level of taxation. 

This approach would reverse the trend of mounting revenue 
expenditure which grew at the rate of 18.7% during 1981-87. Fair trial 
should be given to the concept of collection of larger revenue at lower 
tax rates so that there may be an improvement in economic 
performance. There should also be a carefully controlled experimental 
privatization programme so that technological changes may be 
aggressively pursued as a matter of breaking out the high-cost low-scale 
economy cycle which has characterised Indian economy in recent 
years. The Wholesale Price Index for all commodities (base dem 
1981-82) has been constantly rising. It stood at 176.8 on June RA 
as against 176 in the previous week. During the current year io v 
been a persistent increase in Whole Price Index so that the annua ia 
of inflation is 8.5% at present and soon it threatens to reach a double 


expenditur 
payments and in defence e 
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digit figure of 12% in 1990.” This is due to excess liquidity in the 
economy which inter alia should be controlled by increasing 
production per unit and by bringing about unit cost reduction. This will 
require committed labour and capital in the economy. We have to try 
for improvement, while at the same time the country has to be prepared 
to meet with different eventualities. 


STRATEGY AND RESOURCES 


The clearcut priorities ofthe new Government for the Eighth Plan 
are to expand employment, squeeze inflation and rein in the deficit in 
the country's account. It must, therefore, be recognised that the Eighth 
Plan with employment as its central objective has to be fundamentally 
different from the earlier Plans which considered employment as a 
by-product growth. Planners have to evolve a new style of economic 
development. Hence the approach paper on the Eighth Plan is 
qualitatively different from the former paper, which was mainly 
concerned with the allocation of scarce domestic and foreign resources 
in various sectors. 

The Seventh Plan projected a decline in poverty line to 29 per cent 
by 1988-89 whereas its level was 39 per cent in 1988. The urban poor 
subsisting below the poverty line and of the ultra poor among them 
were estimated at 70 million, and 30 million respectively in 1988. 

In the past large farmers in well endowed region took to the 
expensive green revolution package of better seed and chemical 
fertilisers. This led to farm mechanisation in place of growth of 
employment. The number of small farms in the country rose due to land 
reforms and sub-division of property. For instance, in India as a whole, 
29 per cent of cultivable land is with small farmers, while 79 per cent 
is with landowners; while in West Bengal 60 per cent of cultivable land 
is with small and marginal farmers. i 

In the Eighth Plan, investment in small scale industries has to be 
increased, which fora given investment create more direct employment 
than large scale industries like steel. Attention has to be given to 
industries like food products, agro-processing, textile products, leather 
and leather products. Hence attention has to be paid to this aspect of 
diversion of resources in the Eighth Plan approach paper. 

At the same time, it has to be seen that the diversion of investment 
in the employment oriented industries is quickened and rural 
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development does not increase demand pressure so much as to 
discourage exports, for exports provide the necessary foreign exchange 
for essential imports. The resource mobilisation and investment in the 
Eighth Plan have to be in accordance with the strategy given above. 

The Ninth Finance Commission Report has recommended 85 per 
cent of the divisible pool of income tax and 45 per cent of the net 
proceeds of shareable excise duties for States in the Eighth Plan period. 
The Union Territories have been recommended 1.437 per cent of net 
distributable proceeds. 

Additional duties of excise in lieu of sales tax will remain with the 
Centre, which will also retain 1.903 per cent of net proceeds from excise 
duties on textiles, sugar and tobacco. The balance will be given to the 
States as per the recommendations of the Commission, which will 
determine the percentage share of each State. 

The divisible pool of Union excise duties will include the entire net 
proceeds of excise duties, including special excise duties, but duties 
collected under the additional duties of excise (textiles and textile 
articles) will be excluded. Under substantive provisions of article 
275(i), the non-plan revenue gap as maybe assessed by the Commission 
for the Eighth Plan period as also recommendations which cover a part 
of State deficits on plan account have been accepted by the 
Government. 

The Commission has also récommended the constitution of a 
Relief Fund for each State to which 75 per cent non-plan grant will 
accrue and this will be deposited ina nationalised bank. To bring about 
inter-State equity, weaker States should have higher level of 
development expenditure. In addition to other grants under Gadgil 
formula, they should get development grants. Their use should be in 
consultation with the Planning Commission. 1 

The Eighth Plan should have certain basic objectives. Firstly, 
revenue deficit of Centre and States both should be phased out. It 
should be zero or a very small figure by March 31,1995. Secondly, there 
should be equity in the distribution of fiscal resources. Thirdly, fis 
discipline should characterise the budgetary policy both of the Centre 
and the States in the Eighth Plan. Another departure should be oa 
revenue budget should be considered as a whole, both Plan aa 
non-Plan. Further, Centre and States should follow similar app 
in fiscal discipline. Now the Centre has unlimited draft facilities wit 
the Reserve Bank of India with the result that deficit has become a 
persistent feature of the Central budgets. 
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The picture painted by the Reserve Bank of India in its latest 
Annual Report on Currency and Finance is as brought out in its earlier 
forecasts, but there is a fundamental difference in its new role and the 
previous roles. The need for an autonomous role by RBI has been 
underlined. It has added a new dimension to its gloomy picture of the 
finances of the Government. The Report suggests that the Reserve 
Bank should not be an automatic lender to the Government. In fact, all 
government borrowings should be done in the open market and should 
be subject to the discipline of open market interest rates and 

competition. 

There is another moderate proposal that the Reserve Bank of 
India may provide accommodation to the Government in cases which 
are related to the macro targets set by the Government. According to 
this view, deficit financing is not intrinsically bad. Its impact depends 
on whether it provides funds for demand creation or for supply 
creation. The role of the Reserve Bank is likely to increase in demand 
control. The Report draws attention to the fact that consumption 
expenditure to the extent of Rs.7,000 crore annually is being funded 
and also that there is a yawning current account gap and the steadily 
falling reserves available for import finance. This is, however, good in 
as much as this improves trade balance. Unless the public sector's 
performance improves, government finances cannot improve. The 
Government should make efforts in this connection. 

The Eighth Plan has to take into consideration the massive 
increase in the external and internal debt of India which has placed a 
great strain on the balance of payments position in the decade of 
nineteen eighties, During this period, the internal debt went up from 
Rs.30,864 crore to Rs.1,14,495 crore, indicating a rise of 270 per cent 
or 18 per cent per annum. External debt including NRI deposits stood 
at Rs. 83,000 crore in 1988-89. The debt-export ratio in eight years has 
gone up from 131 per cent to 218 per cent. Hence interest rates should 
be rationalised so as to be related to the length of the period of loans 
and risk involved. The interest payments during this period rose from 
11.6 per cent of the total expenditure to 19.2 per cent. The net interest 
charges have gone up from 3.6 per cent to 10 per cent. Central subsidies 
rose from Rs. 2,028 crore to Rs.7,790 crore. These call for careful 
scrutiny. 

During the period, the revenue expenditure has grown faster than 
capital expenditure and exceeded revenue receipts. In November 1989, 
the revenues stood at Rs. 12,403 crore against an estimate of Rs. 7,337 
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crore in March 1990. The rate of annual increase in revenue 
expenditure in the eighties has been 18.7 per cent as against 13.7 per 
cent in capital expenditure. The revenue receipts declined to 87 per 
cent in 1988-89 from 102 per cent of revenue expenditure in 1970-71. 
This indicates that the cost of governance is running ahead of the 
receipts and should be controlled. ` 


THE PRE-BUDGET ECONOMIC SURVEY 1989-90 


The Economic Survey has analysed the prevailing economic and 
financial position of the Indian economy and has suggested multi- 
pronged approach for correcting fiscal imbalances. According to the 
Survey, macro-economic imbalances, particularly fiscal and balance of 
payments deficits, have taken a toll on overall economic performance. 
On February 17, 1990 inflation rate was 7.7 per cent?" as against 5.3 per 
cent in the corresponding period last year; but consumer index fell to 
5.5 per cent as against 7.8 per cent last year. GDP rate was 4 to 4.5 per 
cent in 1989-90 against an average growth rate of 10.4 per cent in 1988- 
89. Overall savings rate was stagnant at 21 per cent of GDP, while 
growth rate of agricultural production was one per cent. Industrial 
growth rate was 5.2 per cent upto November 1989 against 9.4 per cent 


of 1988. 

The Survey forecasts intensification of inflationary pressures in 
the economy due to overhang of liquidity, and rapid growth of money 
supply. Foodstocks and foreign exchange reserves being inadequate, 
the scope for supply manoeuvrability to contain inflationary pressures 
is limited. l 

A measure of price stability is essential for sustaining the 
momentum of growth ensuring equitable distribution of the benefits. 
Inflation specially hurts the poor as their incomes are not indexed to 
prices. It reduces the will to save in fixed income assets, encourages 
speculation and the generation ofblack money and distorts investment 
priorities. Inflationary pressures must, therefore, be kept under control 
through manoeuvrability in supply and demand management as per the 
conditions prevailing in the country. The Eighth Plan 1990-95 must be 
a non-inflationary development plan to provide the base for sustained, 
equitable and growing economy, which provides right to work for the 
growing population of the country. This will require arduous efforts 
and difficult decisions on expenditure front. There has to be tight 
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budgeting and substantial broadening of the tax-base. There should be 
improvement in collecting the tax proceeds. Public sector enterprises 
have to show much better performance. 


In 1989-90 there was a decline in the proportion of expenditure 
on capital formation from 40 per cent to 34.7 per cent. Transfer 
payments from the Centre to States and Union Territories and other 
sectors incrcased from 31 per cent to 40 per cent. Share of expenditure 
on consumption rose from 21 per cent to 23 per cent, 70 per cent of 
which accounted for defence. Growing imbalances in fiscal system 
arose because growing expenditure was financed by larger borrowings 
and budget deficits. According to the Survey, there is no possibility of 
let up in pressures on balance of payments in the Eighth Plan. Hence 
there should be provision for rapid export growth both in volume and 
value, which will demand the highest priority. 


Broadbased agricultural development and poverty alleviation are 
linked with each other. Labour intensive pattern of agricultural and 
industrial development is necessary to enable the Eighth Plan to 
become employment-oriented. Fresh investment in infrastructure 
mainly should be made in the Eighth Plan. 


Our country is big and its problems are varied and equally great, 
which require the attention of the Government, planners and the 
public. For instance, we may take the case of unemployment. In towns 
and cities, we can know the number of unemployed persons from 
Employment Exchanges, but in rural areas there are no such facilities. 


For this purpose, we have to make the Eighth Plan employment- 
oriented. We have to link the decentralised sectors of our economy. In 
towns, the establishment of industries can augment employment 
opportunities, but here also emphasis has to be laid on setting up small 
Scale and cottage industries, which with the same investment can give 
employment to a much larger number of people than big industries like 
steel and textile, 

In fact, a fundamental change is necessary in the perceptions in 
the economic field. India needs to reduce the cost of governance in 
order that productivity and profits be stepped up. The Government 
should concentrate on infrastructural improvement and should avoid 
entry into other manufacturing activity. This would reverse the trend 
of mounting revenue expenditure, which has grown at the rate of 18.7 
per cent during 1981-1987. Fair trial should be given to the concept of 
collecting larger revenues at lower tax rates to improve economic 
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performance. Technological changes may be aggressively pursued as 
a means of breaking out the high cost to low scale cycle. 


THE MAIDEN BUDGET OF THE NATIONAL 
FRONT GOVERNMENT 


The Central budget presented by the ex Finance Minister, Prof. 
Madhu Dandavate, on March 19,1990 has proposed a major resource 
mobilisation drive to produce Rs. 1,959 crore by imposing a higher 
burden on the corporated sector and taking a wide range of 
consumption articles including cigarettes, refrigerators, Cars, petrol 
and high-priced electronic items like VCRs and washing machines. 

The budget gives a new direction to the economic policy of the 
National Front Government inasmuch as the additional resource 
mobilisation has enabled the Finance Minister to bring down the 
overall deficit to Rs.7,206 crore for 1990-91 as against Rs. 11,750 crore 
in the revised estimate of the current financial year. He did not, 
however, make provision in the budget for additional dearness 
allowances to be paid to the Central Government employees, which 
might amount to about Rs. 700 crores duringthe year. The deficit might 
call for upward revision later on, but the Finance Minister announced 
in the Lok Sabha on March 20, 1990 the Government's decision to 
review the position in respect of budget deficits every four months as 
part of its bid to check inflation. i j 

A significant innovation is the introduction of a system of tax 
rebate on the gross amount of savings under Section 80C. The low 
income tax payers would be benefited as all would get the same amount 
of benefit on a given amount of savings, irrespective of their levels of 
income. The limit on the savings incentives was also raised from 


Rs.30,000 to Rs. 40,000. > 
The eight per cent surcharge on both the income tax and 
corporation tax would continue for 1990-91. The net mobilisation of 
revenue from direct taxes would be Rs.550 crore. The corporate sector 
would yield an additional Rs. 800crore. — 
The defence expenditure would be raised to Rs.15,750 crore from 
Rs. 13,000 crore in the 1989-90 budget. The expenditure on subsidies 
would also be raised. Thus the demand management proposed in the 
pre-budget survey will be brought abou ; 
expenditure. The Government's total revenue expenditure, plan and 


non-plan, would increase by 9.71 per cent at Rs. 70,970 crore in 
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1990-91. The capital expenditure would rise only by 2.46 per cent from 
Rs. 23,006 crore to Rs. 23,565 crore. The increase was more than 
outweighed by the inflation rate, resulting in negative spending on 
capital formation. 

Other important features of the budget were: There was to be a 
multi-pronged drive against black money. The licensing policy would 
be reviewed and simplified. Debt relief would be provided to farmers 
up to Rs.10,000 on one account irrespective of the size of their holding. 
There will be an employment guarantee scheme for drought prone 

- areas to make a beginning. Gold Control Act is to be abolished which 
will benefit artisans and small goldsmiths. It seemed as if gold would 
freely circulate and naturally its demand would go up. 

The rural sector would get 49 per cent of the Central plan 
allocation in 1990-91. The provision of Rs.1,000 crore for debt relief 
and Rs. 4,000 crore for the fertiliser subsidy in non-plan area would be 
in addition to the plan outlay in the rural sector. 

The acceptance of the recommendations of the Ninth Finance 
Commission would put an additional burden of Rs.773 crore. Market 
borrowings would be raised by Rs. 600 crore to reach Rs. 8,000 crore 
in the year. External assistance was estimated at Rs. 4,327 crore against 
Rs. 3,901 crore in 1989-90, 

The Finance Minister had made a bold effort at tackling a difficult 
task to deal with fiscal indiscipline in confining the current year’s deficit 
to Rs. 7,406 crore. In fact, he has made a commendable effort to meet 
the problems of the economy in the face. Keeping in view the 
constraints of resources, difficult balance of payments situation and the 
burden of national debt, the budget had tried to protect the interests 
of the majority of the people of medium income. 

There are many heartening features in the budget proposal, 
namely the abolition of Gold Control Act, simplification of industrial 
licensing, encouragement of exports, energetic growth for industry 
along with agricultural and environmental growth. The concessions in 
customs duty on capital goods against export obligation for industries 
would help modernisation and improve competitiveness in the export 
market. 

A new trend had been given to the economic policy, but unless 
bold efforts continued to be made in the future, it might not be easy to 
maintain the trend. It could however, be said that the imposts on petrol, 
diesel, and increase in railway budget and postal rates as a whole would 
be inflationary.”° 


PLAN OBJECTIVE 
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Thus thc annual budget and 5-Year Plan are correlated and the 
former must be framed in accordance with the priorities set by the 
planners under the Eighth Plan. The Central budget has taken all this 
into consideration. It must, however, be recognised that steps proposed 
to be taken in the present budget must be continued in the forthcoming 
budgets of the Eighth Plan in order that the attainment of objectives 
and the mobilisation of resources in the five year period may produce 
satisfactory results for the entire economy. 

Regarding inflation rate, it could be said that the exemption of 
farmers and agricultural labourers from repayment of loans up to 
Rs.10,000 in each case required a provision of Rs. 14,000 crore, which 
was bound to produce inflation inthe economy unless steps were taken 
in time to deal with the situation. 

The ex Finance Minister anticipated this situation and in a 
statement published in the Hindi Weekly‘ DHARAMYUG’ dated 4-10 
March 1990, he had categorised persons, who would not be exempted 
from debt repayment. Persons who had borrowed more than Rs. 
10,000, those who had borrowed from co-operative banks and 
commercial banks separately, those whose income was good and had 
increased after having taken loan would not be exempted. He further 
said, "We shall exempt only those who are famine or flood stricken. We 
shall first exempt them from interest running on loans and then 
gradually, we shall exempt the principal sum also. We shall arrange all 
this in such a planned manner that we shall neither lack resources or 


sources of getting funds". j^ ; 
However, all what the Finance Minister had said above would be 
he envisaged came true; it would be 


sible or feasible only if what 
ey ture. The Finance Minister had anticipated real 


be faced. The fact, however, remained 
annual budget and the 5-Year 
ontrolling inflation rate, 
tunities would depend 
hey were invested so 


that there was a corre 
Plan and the realisation o! 
increasing and creating employment oppor 
upon how the resources were obtained and howt 
that economic growth and GDP might continue to grow. 


S AND RESOURCE MOBILISA- 
TION NEED NATIONAL CONSENSUS 
ed that the Ninth Finance Commission 


It had to be observ í 
er to the Eighth Plan, which reflected the 


prepared an Approach Pap 
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ideas of the Government of the day. There was thus an essential 
contradiction between planning as part of a long term plan perspective 
and democratic elections as a result of which new governments might 
come every five years. 


Thus if different Governments brought their new plans, the whole 
concept of continuous long term planning would be put in jeopardy. 
Planning should in fact be a matter of national consensus and above 
political party lines. Planning should involve a continuous development 
of economy. This is possible when there is a national consensus on plan 
objectives, viz., increase in gross national product and equitable 
distribution of planning gains. Gainful employment opportunities 
should be available to the people so that people below the "poverty line" 
might rise above it and there should be sustainable development. Even 
in a broad consensus on planning goals, there could be basic 
differences of approach regarding the manner of achieving the goals. 

The goals might be mutually contradictory, which should be 
discussed as was the case at the very inception of planning when 
Dr.John Mathai disagreed with Pandit J awahar Lal Nehru’s decision 
to set up a Planning Commission and adopt planning as a way of 
development. 

Planning should not be an exercise in populism. Dr.D.R.Gadgil, 
the then Dy.Chairman of the Planning Commission felt uneasy about 
the 20-Point Economic Programme and had to go. It is also not 
necessary that an increase in plan size will necessarily increase growth 
rate. The objectives of planning do not depend upon its size. They can 
be achieved only by sound policies and efficient administration, There 
should be social discipline and spread of work ethic so necessary for 
raising productivity. The Eighth Plan should, therefore, be such as to 
bring about a correlation between the objectives and resource 
mobilisation so as to achieve balanced development. 

Indian Approach to the Plans in the past was that through 
balanced development all sectors should have their importance and 
due place. The Second Plan based on Mahalanobis model introduced 
the heavy industry bias in planning. The later Plans changed this 
concept. They have recognised the importance of the rural and wage 
goods sectors. The inter-relationships between the various sectors 
should not however, be the main basis for distributing resources Ţ 
between the sectors. Distribution of resources on sector basis relation 

will be rather a simplistic approach, which will be somewhat 
inappropriate and may not maximise growth. Further, growth of big 
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populous cities should be restricted in planning and utilisation of 
resorces. Their ecological aspects should get proper attention. 

The Eighth Plan should attract the attention of planners to all 
such aspects so that employment opportunities may grow and prices 
of commodities necessary for the masses may remain within limits and 
there should be production of commodities for the people for which 
resources be made available adequately. When would all this be 
possible and achieved? We could only hope that this might be so and 
would be possible and achievable when political parties agreed on 
common consensus to achieve sustained and sustainable economic 
growth to put a check on inflation and to provide employment 
opportunities for the growing labour force. 
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Chapter 3 


RIGHT TO WORK 


Purshotam.D.Vashist 


INTRODUCTION 


| ie» of high development of productive forces and mighty 
engine of anti-poverty programmes, in the country today, 
unemployment and poverty is galore. Teeming millions of able- bodied 
men and women are "out-of-work". Inspite of the fact that the World 
Bank vide one of its reports in May,1990 has pointed out that "poverty 
in India has begun to decline slowly since the late seventies due both 
to faster growth and to the effects of expanded direct ‘poverty 
intervention’, still a ‘discernible dent’ is yet to be felt" 

In order to provide "employment guarantee" to the unemployed 
rural and urban work-force", Approach to the Eighth Five Year Plan 


1990-95", interalia provides as under: ! 
"The right-to-work which constitutes the centre-piece of the re- 


growth is widely distri 
population an i 
force and the backlog of the unemp 
country. Large number. 
in economic activity are 
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Their status as ‘productive workers’ needs to be explicitly recognised". 

In operational terms the problem is primarily one of tackling 
underemployment and unemployment in rural areas. The problem 
exists in urban areas also, but is smaller in magnitude and is of a 
different character. The problem of educated unemployed is 
prominent in urban areas. Migration from rural areas to cities in search 
of employment is the other important contributory factor to urban 
unemployment which can be mitigated by larger opportunities for 
gainful employment to be created in rural areas. 

For achieving full employment, the pattern of investment has to 
undergo substantial shifts from high capital/labour to low 
capital/labour activities except in well-identified areas of 
infrastructure, key intermediate manufactures and some high-tech 
industries. There are many sectors or sub-sectors in which the pattern 
of investment can be so re-ordered as to maximise the use of labour. 
Along with such policy changes a drastic restructuring of 
decision-making and planning process in rural and urban areas, with 
greater emphasis on area planning and creation of conditions for 
integrated and efficient implementation of such plans would also be 
called for, to the extent and till such time that employment generated 
through the normal development process does not adequately meet the 
requirements of those seeking work. A special programme of 
guaranteed work to the unemployed would be necessary.” 

` The idealogy "right-to-work" which flows from Marxian idealogy 

isa very happy augury for India and deserves all the "kudos"! To make 

it work on the Russian and Marxian lines will require both funds and 
hard decisions by the Governments at the National and State levels, 

Different regions would require different approaches. Alongside, 
proliferation of povery, the Indian population is galloping at the rate 
of 2.1%. This is further aggravating the problem of "right-to-work. One 
of the basic human rights is "right-to-work", Article-23 of the Universal 
Declaration of Human Rights adopted by the United Nations General 

Assembly in 1948 says: "Every one has the right to work, to free choice 
of employment, to just and favourable conditions of work and to 
protection against unemployment". 

The Constitution of India, Article 
Constitution) provides that "the state shall 
capacity and development make effective 
right to work", Fortunately, 
nation. 


-41 (in part-IV of the 
within limits of its economic 
€ provisions for Securing the ' 
this has caught the imagination of the 
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Inspite of the Constitutional provision of the right to work, India 
still lags far behind the developed countries who proclaim this right 
only nominally and as a passing reference. The US constitution is 
totally silent about the "right-to-work". Constitution of Japan says, "All 
people shall have the right and the obligation to work". Similarly, Italian 
Constitution declares," The Republic recognises the right-to-work for 
all citizens’ and promotes conditions for putting that right into effect". 

In view of the ensuing Eighth Plan, thank God, the realisation of 
"right-to-work" has been gaining grounds in India. 

29.2% of the Indian population lives below the "poverty line". 
"Poverty line" may be defined as the income "line" below which a family 
will be considered poor. For the Indian rural and urban areas this line 
has been fixed at Rs. 6400/- and Rs. 7200/- respectively. The criterion 
of the "poverty line" being merely a cut off monetary ceiling only, is not 
a very sound one. 

"Poverty line" norms should be broad-based as should aim at 
raising the "standards of living" of the people both qualitatively and 
quantitatively. These criteria should be further refined so as to include 
certain more bare necessities e.g. transport, housing medicare, 
childcare, health, water, roads and electricity etc. These should also 
cater to the element of ever-escalating inflation. Line of poverty should 
be assessed annually indicating the income required and services 
needed in order to be called "not poor". According to Planning 
Commission projections, based on the 1981 census there were 228 

al labour force and 77 million in the urban 


million people in the rur r 
labour fae Out of this 20 million are, partially employed or employed 


under a disguise, th output. These 
figures Sape gone up Very high during the last decade. pos 
being the official figures, in actual fact, the number of the unemploye 

is much higher; for the statistics does not take into account sm 
categories of working people who are actually employed or 


Mp i o the "right-to-work" which is 


-goi al - 
being deliberated may be made through the on going rural - <, 
[ew Rozgar Yojna) and urban- NRY (Nehru Rozgar Yojna) 


being contemplated. This means that it will aim at pe 
guarantee upto 100 daysin a year to the unemployed wor im E ee 
50% in cash and 50% in kind (i.e. eat/ d sce 
programmes basically are going to be manual, labour-orien! 


work-charge nature. 
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Unlike the past, today the complexion of unemployment has 
changed all the world over and India is no exception. If the approach 
of the "right-to-work" is going to be labour-oriented it can 
accommodate only low skilled, unskilled or odd job workers 
. temporarily, but what will happen to the unemployment ubiquitous in 
the categories of highly-skilled workers, engineers, intellectuals, 
technicians, doctors and teachers. These Wage Guarantee Schemes 
(WGS) will also affect the unemployment in different age brackets. The 
younger and older workers will suffer the most. 


CAUSES OF UNEMPLOYMENT AND POVERTY 


Owing to a variety of reasons unemployment is inherent in the very 
nature of the society. Thomas R.Malthus tried to explain people’s 


"that the Principal and most permanent cause of poverty has little or 
no direct relation to forms of Government, or the unequal division of 
Property; and that the rich do not in reality possess the power of finding 
employment and maintenance for the poor, the poor cannot, in the 
nature of things, possess the right to demand them". Malthus 
recommended such "positive checks" as "epidemics, wars, plague and 
famine", To-day, this Malthus’ view has no relevance. Death rate has 
decreased and longevity of life has increased which has further 
proliferated unemployment and poverty. Science, technology, progress 
and productivity has brought prosperity to the few and miseries to the 
millions. : 

Keynes recommendation that state regulation of aggregate market 
demand, reduction of lending rate and increase in the amount of paper 
money in circulation will stimulate investment and boost employment 
is also falling short in combating the twin evils of 
unemployment. In fact, the state regulation has maximised the profits 
and interests for some at the cost of others, This has stratified and 
divided the society rather than levelling inequalities, 

There is another school of thought which subscribe to the 
"voluntary nature of unemployment", They pass the blame on the 
people themselves for their unemployment and poverty. According to 
them some people are lazy and do not want to work, while others make 


poverty and’ 
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unreasonable demands on working conditions, the terms of payment 
and the like. According to them since people by inherent nature do not 
want to work then why provide them cheap loans, subsidies, 
employment guarantee and minimum wages. If at all any benefits, are 
to be provided, those should be given only for a short period of time. 
Whatever the causes of poverty and unemployment, these have 
come to stay in the country, the poor people have to be provided the 
means of livelihood through Government assistance and other 
heneficiary schemes of self-employment and wage employment. 


AN OBVIOUS FALLACY 


Some economists are wrong when they feel that as the wealth in 
the society increases and development takes place, the conditions of 
the working class improves and the gap between incomes of different 
cross-sections of society narrows down. 

In the country, SO far the "Income revolution" has not evenly 
interspersed. The disparities between the haves and have-nots are 
becoming further wide as the country is moving on the path of 
development. Today the biggest dilemma for the country is: howis the 
wealth to be distributed? How can the income gap between the rich 


and the poor be reduced? 
TYPES OF UNEMPLOYMENT 


Government should be able to cure 


According to Keynes, the 
budget deficit. There are 


unemployment in the economy by running 
however several types of unemployment: 4 
(a) Frictional: People displaced by the normal working of the 
economy. 
(b) Seasonal: People being made unemployed because their job 
he time of the year. " 
ent is caused by the change in the 


depends upon t 
(c) Structural: The unemploym i 
the decline of one industry and 


structure of the economy e.g 

(hopefully) rise of another. Wi à 
(d) General or Cyclical: Originally taking its name from the EUR 

cycle", this is unemployment asso general depress! 


the economy. 
(e) Latent: According to Marx lat 


ciated with a 


ent unemployment takes shape 


O 
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and small-scale farming is ousted by large scale capital-intensive 
production. It include all-but-ruined farmers and agricultural 
resources, without adequate means of subsistence, and also a part of 
the urban population, impoverished artisans and small traders. 

(f) Stagnant: It is a term applied to people with highly irregular 
employment. As certain branches of the economy decline, people 
cannot find a job for a long time. The lowest stratum of stagnant 
employment include those who have despaired of finding a job, who 
have lost all their skills in the face of the new demands presented by 
the "technological revolution", those who have degraded from years of 
idleness and declasse elements (criminal tramps etc.) 

Oustees: The incidents of terrorism, extremism, insurgency and 
uprising owing to internal political instability and external diplomatic 
pressures are also giving rise to unemployment of "Oustees Nature" in 
the terrorists affected states in the country. This has led to 
unemployment problem having acquired unprecedented proportions. 


RIGHT-TO-WORK 


any output. 


As stated earlier, by the most conservative estimates, if 100 days 
of wage employment is to be provided to these 20 million in terms of 
labour wages, this will cost the Exchequer Rs.4,000 crores every year 
during the Eighth plan at the wage rate of Rs.20 per day (Rs.7200/- per 
year 1.€. to lift them above the urban poverty line), 

In case, wage guarantee is to be provided for full 365 days a year, 
then annual requirement of the funds will be Rs.14,600/- crores (this 
approach may not presently work), 
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derelicts as vulnerable as ever. 

The JRY-experience or earlier RLEGP/NREP evaluation as got 
done by the Department of Rural Development, GOI, has proved that 
this type of wage-employment approach was highly fragile and 
temporary. Under JRY, 50% of the Indian villages did not get the 
benefits of any work under these programmes. In a recent report on 
Indian Poverty and Employment, the World Bank has pointed out the 
increase in the concentration of the poor-specific regions and 
occupatiónal groups, the states in the Eastern and Central regions have 
lagged far behind the rest of the country. In fact, there is a need for 
developing a micro-level-strategy to identify such areas so that proper 
attention can be paid for their development. This perhaps can be done 
through the on-going JRY, proposed NRY and newly-coined scheme 
of "right-to-work". 

The deliberations under the programme of "right-to-work" are still 


in the embryo stages, as this will be more or less the reincarnation of 


JRY, there is a need to further refine the same. 

In order to make the JRY or "right-to-work" a success, the 
tendency of the state government to withhold and use the JRY- funds 
as "ways and means" has to be given a go by. The regions/areas/villages 
hither-to-fore neglected and backwards should be given greater 
allocations, even by resisting pressures: political and social as has been 
envisaged in the Approach Paper to Eighth Plan. 

Article-41 (in Part-IV of the Contstitution) provides that "the state 
shall within limits of its economic capacity and development make 
effective provision for securing the "right to work". As stated in the 
Approach to Eighth Plan, if, through Constitutional amendment 
Article-41is brought within the ambit of Part-III, then every citizen will 
have to be given the "right- to-work". If thisis not done, under Article-31 
of the Constitution, every citizen will have the "right-to-work, under 


Part-III of the Constitution. 

The 1989-90 experience of JRY, when for the first time, the funds 
were placed at the disposal of the village panchayats themselves, has 
shown that the share of a large number of panchayats hovered around 
Rs.20,000 to Re. one n this paltry amount, it is not 
understandable what assests can be created or how much wages can 
ing the first year of the Eigh 


to allocate minimum Ks.%, as c : 
JRY and NRY plus there should be minimum three times this amount 
i.e. Rs.12,000 crores allocation for infrastructural development which 
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will produce Re.4,000 crores worth of wages. In brief, all told an 
allocation of Rs.16,000 crores minimum will be required. Since 
Rs.2,223 stands allocated under JRY including state's share, there is 
further need to allocate another Rs.13,777 crores including the share 
of NRY. Unless the Government is thinking of giving un-employment 
allowance and offer social security. In other words, handing out doles 
to keep a promise. Can the country afford it, at the cost of the "tax 
payers" is a question "to be or not to be". 


"right-to-work". Besides, JRY/NRY type of programmes, efforts 
should be made to achieve "right-to-work" by encouraging the 


, State Financial 


The urban population is varyingly educated, scattered, migrant in 
many cases, nomad and houseless. It will be both difficult to locate and 
identify those below the "poverty line", Besides, no such parallel 
agencies like those of the DRDAs and Blocks exist i 
towns. Towards self-employment approach in the 
run-of-the-mill schemes e. 


This will require leadership, guidance and training to the unemployed 
urban people. Urban E.G.- programmes may involve construction of 
roads, houses, drains, office and school buildings. 
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CONCLUDING REMARKS 


To conclude, in order to make the promise of "right-to-work" 
really work the politics and bureaucracy have to work in tandem. The 
public and private sectors have to be properly goaded so as to help the 
unemployed people get the "right-to-work" for themselves. The 
financial institutions e.g. Banks and state Financial Corporations have 
to adopt an open profile in assisting the needy. Proliferation of welfare 
agencies and their schemes which tend to work at cross-purposes have 
to be adopted by them so as to make the "right-to-work" a real 
bread-winner for the helpless millions. Something different and 
substantial will have to be worked out for the highly skilled workers, 
engineers and technicians who are unemployed and frustrated. This 
means that employment to 17.5 million additional educated (matric 
and above) unemployed job-seekers reported to be onthe live registers 
of the Employment Exchanges of the country have to be given work 
separately, as they shall not be prepared to do the labour work as 
envisaged under EG schemes of "right-to-work". This will also involve 
additional financial burden on the Exchequer every year. 
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AGRICULTURE 


Chapter 4 


PRIVATISATION OF R & D IN 
AGRICULTURE 


Purshotam D.Vashist 


industrial companies has to have a dynamic 


product development policy to guarantee its future growth and 

reap maximum benefit. In business norm ally those who do not innovate 
will either ultimately be compelled to do so in the wake of pionecring 
innovations of their competitors, or be forced out of business. Drawing 
from the same one, innovations in agriculture are more difficult than 
those in industry. Whereas the product development in industry is 
more or less on individual, personal and private basis as it involves 
trade secrets, on the other hand research in agriculture in India has 
always been marked by the Governmental and institutional supportive 
approach. This means that whatever new crop varieties these have 
come to the farmers only al channels ie. 
Agricultural Universities, gricultural 
Research) and State Departments 0 se have 
been elite wheat, paddy, pulses or o! 
have been popularised through official eff 
not undermining acceptability and enterprise of the producer farmers. 
As far as evolving of new agricultural products by private efforts 

is concerned, there have been very few examples not only in India, but 
else where in the developing countries too. i 
It is a baffling questions, why after all do the farmers hesitate to 


venture into research and experimental activities vis-a-vis new Crop 


AS like 
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i i If- life 
ieties. Some of the reasons being their short she " 
veiki of new hybrid seeds and above all agricultural 


Agricultural commodities are also locally consumed. In India, 
whereas it is a very common sight to see imported industrial goods, but 
foreign agricultural produce like African musk melons or mangoes are 
a rare sight except when one were visiting a market like INA, Delhi 
where mostly foreign diplomats and other affluent people go to buy 
fruits and vegetables. In short when the Indian farmers do not even see 
improved foreign varieties, how can they think of sowing or 
experimenting with them? 

Let us take the sce 
from the factors like preservation 
packaging, following few factors may also cause hin 
production of new varieties: 

(i) There is a co 


nstant threat of markets getting saturated for 
existing products. 


(ii) How can the farmers 
climatic hiccups, plant diseases a 
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. Marketing is the backbone of the newly evolved crop varieties 
being produced by the farmers. Adam Smith in his book, "Wealth of 
Nations’ has said, *consumption is the sole end and purpose of 


production’. Consumption will come only through demand. This 


demand will come through selling of the products by the producers and 
As yet the Indian 


further marketing by the buyers and retailers. 
agricultural marketing system has not tried the mechanism of market 
forces in establishing demand factor. Hardly have ever the Agriculture 
Ministry, State Directorates of Agriculture and Marketing Boards 
carried out any advanced study of demand requirement before 
popularising the production of any variety of an agricultural produce 
nor have the folklores or preferences of the consumers at large been 
established. So far, there has been a general belief that given the size 
and magnitude of Indian population anything that is sown will find 
ready market. If in case there were surpluses Or glut of any crop 
whether say wheat or paddy perhaps the Governments procurement 

its care. This is also leading toa 
he mass production of certain crops ¢.8- wheat 
and paddy leading to the near elimination of some of the other crops 
pulses and oilseeds. This is also causing 


imbalance problems in soil e.g. rise in water table and salinity. Besides, 


training the farmers to follow new managem 
high time for the Agricultural Marketing Boar: 
Departments to gather market intelligence and establish the demand 
for different agricultural commodities and help the producers to go 
about them on the basis of positive information. Apart from 
establishing demand and marketing niche, the National Research and 
Development efforts have to ensure that the products to be 
popularized are also acceptable to the ultimate consumers. 

the consumers may not like to spend their 


In many cases, f 
disposable income for a particular crop- An innovative and progressive 


farmer of Jalandhar, Punjab whose horticulturist father had shifted to 
Canada has following story to tell: Ns 
In Canada his father continued to visit different farms indulging 1n 
new horticultural practices. He sent to this farmer in J alandhar 
literature, packages of practices à i j d seeds of up Tori 
(squash). He sowed those imported seeds in his farm at 
Jalandhar. Through his indi £ 
able to reap a bumper harvest of squas icrop nd was quite happy 
about it. When he took this imported squash Tori vegetable to the local 
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vegetable market, he drew a big blank. The bidders were skeptical 
about this variety's further outlet to the retailers, vendors and pedlars. 
The reason given was that the newly imported variety of squash Tori 
was giant-sized, lush green, seedless and looked different from its 
traditional Indian counterpart. The buyers were not sure if the 
customers would elect to buy the new products. Their apprehended 
fears were well-founded as hardly any customers settled for the squash 
Tori variety of Kali Tori as they still preferred the traditional Indian 
Kali Tori. Even at throw-away prices the squash Tori could not be 


the manner of big companies the Government has in its armoury 
sale, Public Relation Departments 
and Agricultural Marketing Boards all of which should play a 
supportive role in Popularising the new agricultural products. 


In fact voluntary efforts of fre 
those of the one at Jalandhar sh 
on pilot-basis, so that he once a. 


€ lance agricultural entrepreneurs as 
ould be sponsored by the Government 
gain takes up the imported Squash Tori 
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project. This will not only induce a process of quick technological 
innovations but also bring about attitudinal changesin the eating habits 
of even the die-hard and conservative consumers. 

In fact, time is ripe to privatize R & D not only at the farm- level 
but also in the applied agricultural fields c.g. fertilizers, processing, 
warehousing, insecticides, irrigation, farm implements and 
management. Private R & D in agriculture should be amply 
subsidized. The researching cultivators should be adequately 
compensated in case their trials do not succeed. 

Alongside agricultural scientists and researchers, private farmers 
should also be associated with the studies and experiments being 
undertaken in situ in AUs and on State Farms. Even land on free or 
nominal lease basis should be given to the research-oriented private 
farmers for research purposes. 

Once a private research in any crop or project is successful, it 
should be broad-based through pilot projects and demonstration farms 
so as to encourage other farmers to opt for and adopt the cultivation 
of the new variety. It is essential that the innovative private farmers and 
entrepreneurs should be equipped with social, psychological and 
economic environment so as to augment their research activities 
voluntarily and whole- heartedly. Their efforts should be 
supplemented by other incentives and inducements in package form 
e.g. credit facilities and finally assured marketing, 

Research and technology in agriculture is basically capital- 
intensive, this is not true only of theoretical assumptions but has also 
been proved by empirical and historical evidence. The cultivation, 
private research and assimilation of imported technology by the 
farmers of imported hybrid tomato seeds under the aegis of Pepsi 
Punjab Agro Industries Corporation in parts of Punjabis a case in point 
of borrowed research and technology. M/S Pepsi had assured primary 
factors e.g. marketing, supply of hybrid seeds, training, leadership, 
monitoring and timely guidance to the farmers of Punjab in tomato 
cultivation. All this encouraged the farmers to take up tomato 
cultivation in a big way. 

On interaction, with a few tomato growers the so-called the 
‘tomato kings’ it transpired that they hoped to get per acre yield of 
approximately 200 quintals of tomatoes. When asked what inspired 
them to shift to tomato cultivation in preference to traditional crops 
like wheat and ground nut etc. the answer lay in assured marketing, 
free supply of hybrid seeds, technology and timely guidance. 
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Owing to a variety of reasons, the Pepsi Agro Project did not go 
into steam. On this scores, the farmers were less than worried, they 
were not to bother about tomato's marketing, as the same was 
enshrined in their agreement package. Poetic justice came when in the 
absence of purchases made by the Pepsi Agro the growers were able 
to sell the tomatoes in the open market at the wholesale rate of Rs. 5 
to 6 per Kg. whereas Pepsi’s rates were fixed at 70 to 75 paise per Kg. 

Of late, it is in the news that a new disease has plagued the hybrid 
tomato seeds called the ‘buck-eye rot’ which is caused by a fungus 
known as ‘phytophthora nicotianae’. Informally, it has been learnt that 
the Pepsi authorities might even agree to compensate the farmers 
whose crops are likely to be affected by the disease. Such an approach 
of compensation and insurance against losses would never dissuade the 
farmers from absorbing new technology or taking up new research 
programmes. 

One spin off advantage of the underway Pepsi Project has been 
that this MNC is opening out the Indian horticultural scene to the rest 
of the world. The innovative and pragmatic Punjab farmers on their 

own have gone a step further. They have indigenised and adapted the 
imported tomato technology to the Indian conditions from their 
experience of success and acceptability of the hybrid-tomatoes by the 
open market. The farmers are now developing their own tomato seeds 
and are on a strong technological wicket. They are today in a position 
to dictate the future prices of their tomatoes. It appears that under no 
circumstance now will they settle at a per kg. rate of 70 or 75 paise with 
Pepsi during 1990-91. They will certainly ask for rate of more than Re. 
one per Kg. 

To conclude, privatisation or R & D in agriculture should find an 
important place in the Approach of the "Eighth Plan. 
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Chapter 5 


ROLE OF AGRICULTURAL 
EXPORTS 


K.S. Gill 


re is predominantly an agricultural country. Agriculture still 
provides employment to more than three-fourth of the 
population and generates two-fifth of the income. Despite four 
decades of concerted efforts in economic development, India 
continued to be dependent on foreign countries even for food. Thanks 
to the green revolution, we are now self-sufficient in food and are able 
to step up our exports of our crops and their manufactures. However, 
we still continue to have adverse balance of payments. The widening 
trade deficits and worsening foreign exchange crisis underlines the 
need for stepping up exports. Agricultural exports can fill an important 
gap in this direction during the ensuing 8th Plan. 

The present paper makes an attempt to examine: 

(i) the overall trade balance of the country: 

(ii) share of agricultural exports and imports in the total value of 
exports and imports. 

(iii) changing pattern of India’s imports and exports: 

(iv) India’s share in world exports: and 

(v) recent trend in agricultural exports. 


TRADE BALANCE 


Table 1 shows the deterioration in trade balance over the period 
1949-50 to 1988-89. It would be seen that the value of exports increased 
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from Rs 485 crores in 1949-50 to 20295 crores in 1988- 89, whereas the 
value of imports increased from Rs 617 crores to Rs 28194 crores 
during the same period. The trade deficit has shown an increasing 
trend and attained its all time high of Rs 8763 crores in 1985-86. It was 
provisionally estimated at Rs 7899 crores in 1988-89. It is apparent that 
our trade balance has been negative almost althrough this period. 


SHARE OF AGRICULTURAL EXPORTS AND 
IMPORTS 


Table 2 shows the shifts in the share of agricultural imports and 
exports in total value of imports and exports over the period 1965-66 
to 1985-86. It would be scen that the share of agricultural exports to 
total exports has been fluctuating and has declined from 41.6 per cent 
in 1965-66 to 30 per cent in 1985-86. Similarly, the share of agricultural 
imports in total imports, has been fluctuating over this period and has 
declined from 38.4 per cent to 19.8 per cent. This implies that India has 
been able to reduce its dependence on agricultural imports during this 


period. 


CHANGING PATTERN OF INDIA'S IMPORTS AND 
EXPORTS 


. India's principal imports in 1970-71 included raw materials and 
intermediate manufactures (54.41 per cent), capital goods (24.72 per 
cent), non-electrical machinery, apparatus and appliances (15.79 per 
cent), food and live animals (14.81 per cent), fertilizers and chemical 
products (13.28 per cent) and petroleum and lubricants (8.33 per cent) 
(Table 3). It would be seen that over the period 1970-71 to 1988-89, the 
Share of raw materials and intermediate manufactures, fertilizers, 
chemical products and petroleum oils and lubricants has been 
increasing, whereas the per cent share of food and live animals, 
synthetic and regenerated fibres, raw wool, raw Cotton, and 
non-electrical machinery, apparatus and appliances has been 
decreasing. Thus, a significant degree of imports substitution is taking 
place in the Indian economy. ‘ 

Table 4 shows the changing composition of India’s exports. It 
would be seen that the share of manufactures, handicrafts, chemicals 
and allied products, machinery, transport equipment and metal 
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manufactures has been increasing over the period 1970-71 to 1988-89. 
But the share of agriculture and allied products and ores and minerals 
has been declining. 


The scrutiny of the break-up of agriculture and allied products 
reveals that the share of coffee has declined from 1.63 per cent in 
1970-71 to 1.38 per cent in 1988-89, tea from 9.64 per cent to 2.95 per 
cent, oil cakes from 3.58 per cent to 1.82 per cent, tobacco from 2.15 
per cent to 0.63 per cent, cashew kernels from 3.71 to 1.36 per cent, 
Spices from 2.54 per cent to 1.24 per cent, sugar and molasses from 1.89 
per cent to 0.03 per cent, raw cotton from 0.91 per cent to 0.14 per cent. 
However, the per cent share of rice increased from 0.33 in 1970-71 to 
1.63 in 1988-89. The share of fish and fish preparations increased from 
2.02 to 3.12, meat and meat preparations from 0.20 to 0.46 and 
miscellaneous processed fruits including processed fruits and juices 
from 0.26 to 0.60. The share of fruits, vegetables and pulses has 
remained almost stagnant. 


INDIA'S SHARE IN WORLD EXPORTS 


It would be useful to examine the changing share of India in world 
exports. It would be seen from Table 5 that the share of meat and meat 
preparations, cereals and cereal preparations, rice, coffee and coffee 
substitutes has been increasing. The share of meat and meat 
preparations increased from 0.1 per cent in 1970 to 0.2 per cent in 1987, 
cereals and cereal preparations from 0.1 per cent to 0.2 per cent, rice 
from 0.6 per cent to 2.0 per cent, coffee and coffee substitutes from 1.0 
per cent to 1.2 per cent over this period. The share of tea, spices, 
tobacco and tobacco manufactures, tobacco unmanufactured, tobacco 
refuse, oilseeds and oleaginous fruits has been declining. The share of 
tea and meat declined from 33.4 per cent in 1970 to 14.4 per cent in 
1987, spices declined from 20.5 per cent in 1970 to 10.00 per cent in 
1987, animal feeding stuffs declined from 1.6 per cent in 1980 to 1.3 per 
cent in 1987, tobacco and tobacco manufactures from 2.5 per cent in 
1970 to 0.6 per cent in 1987, tobacco unmanufactured and tobacco 
refuse from 4.0 per cent in 1970 to 1.5 per cent in 1987 and oilseeds and 
oleaginous fruit from 0.3 per cent in 1980 to 0.1 per cent in 1987. 

The above statistics reveal that India's share in World 
Agricultural Exports has been generally declining. 
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The value of agricultural exports increased from Rs 2725.5 crores 

in 1987-88 to Rs 2904.6 crores in 1988-89 and from Rs 1347.2 crores in 
April-September, 1988-89 to Rs 1966.8 crores in April- September, 
1988-89 (Table 6). However, at constant prices, the increase is rather 
insignificant. Commodity-wise analysis showed that cashew exports 
declined by 4.6 per cent during 1988-89 in value although the volume 
of37700 tonnes was higher by 4.4 per cent over the previous year’s level. 
The decline in export earnings from cashew was due to a fall in unit 
value realisation by 13.4 per cent because of severe competition from 
other edible nuts. Export of cashew kernals during April-September, 
1989 showed a substantial increase of 35.9 per cent in value. Exports 
of spices which amounted to 93800 tonnes valued at Rs 250.8 crores in 
1988-89 showed a drop in value of about 19 per cent in spite of increase 
in volume of 12.9 per cent owing to fall in unit realisation by 28.3 per 
cent. Similarly, the declining trend in export earnings from spices was 
due to fall in unit value. The exports of cardamom have suffered both 
because of higher prices in the domestic market and severe 
competition in West Asia from Guatemala. The exports of pepper 
(which is the major item of spices groups) have suffered due to the 
constraints of high standards of cleanliness expected in our major 
import markets. Exports of tobacco have suffered both in volume and 
value. The international tobacco market is characterised by declining 
demand because of anti-smoking campaigns. Besides, the stagnant 
tobacco yields and failure to produce quality stuff, make Indian 
tobacco less competitive in the world market. Export earnings from tea 
in 1988-89 have increased despite 2 per cent decline in volume owing 
to increase of 3.2 per cent in unit value of tea exports. Similarly, export 
earnings for coffee increased by 6.3 per cent due to increase in unit 
value despite a drop in export volume by 6.9 per cent. 

Exports of marine products touched an all time high of 158500 
tonnes valued at Rs 632.5 crores in 1988-89. This represented an 
increase of 61.9 per cent in volume and a mere 20.4 per cent in value. 
During the current year, shrimp market has been dull in J apan which 
is amajor market for marine products. Besides, due to the development 
of aqua-culture facilities for production of shrimp in Phillipines, 
Thailand and Indonesia competition is expected to be more intense. 
Despite rising demand, India’s share in exports of frozen foods has 


been declining. 
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Exports earning from oilcakes showed an increase of 113.7 per 
cent in value and 81.6 per cent in volume during 1988-89. The higher 
increase in export earnings as compared to volume was due to 
appreciation in unit value by 17.8 per cent. Export earnings from jute 
manufacturers increased by a mere 2.9 per cent during 1988-89. The 
increase in export earnings was due to expansion in volume but unit 
value of exports declined in synthetic substitutes. 


MEASURES TO PUSH UP EXPORTS 


From the foregoing analysis, it can be inferred that the traditional 
items of agricultural exports presented a picture of near stagnation. So 
India should take fresh initiatives to develop export potentials for 
cereals like Basmati rice which is in great demand and durum wheat 
which is used for making macaroni products (noodles, Vermicilli etc.). 
Besides, sugar, fruits, vegetables, flowers, livestock products and 
non-conventional crops like Isabgol etc. have good potential for 
exports. India has the largest population of buffaloes in the world. But 
its meat does not have enough demand within the country. Buffaloes 
meat has a great potential for export especially to the Middle East 
countries where it is in great demand. India should capitalise on the 
export potential of this commodity. We also need to introduce greater 
degree of quality consciousness and cost effectiveness in our exports 
so as to compete better in the international markets. In this 
connection, it is suggested that some "Dry ports" should be created so 
as to give a fillip to our exports. It needs to be mentioned that even the 
developed countries are resorting to heavy subsidisation of agricultural 
exports to capture the foreign markets besides adopting protectionist 
policies to the detriment of the interest of the developing countries. It 
is, therefore, important that during the 8th Plan, India should subsidise 
its agricultural exports to gain footing in the world markets. 
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Table: 1 Exports-Imports and Trade Balance 


.Crores 
we h Imports Growth Trade 
Year A ae pe rate balance 
rts r cent r cent 
50 485 617 x -132 
n 606 24.9 608 -15 -2 
1951-52 716 181 . 890 46.4 -174 
1952-53 578 -193 702 -21.1 -124 
1953-54 531 82 610 3 -79 
1954-55 593 117 700 14.8 -107 
1955-56 609 27 T14 10.6 -165 
1956-57 605 27 841 8.7 -236 
1957-58 561 -7.3 1035 : 23.1 A74 
1958-59 581 3.6 906 -12.5 -325 
1959-60 640 10.2 961 6.1 -321 
1960-61 642 0.3 1122 16.8 480 
1961-62 660 2.8 1090 -2.9 -430 
1962-63 685 3.8 1131 3.8 446 
1963-64 793 15.8 1223 8.1 -430 
1964-65 816 2.9 1349 10.3 -533 
1965-66 810 4.7 1409 44 -599 
1966-67 1157 428 2078 475 -921 
1967-68 1199 3.6 2008 3.4 -809 
1968-69 1358 133 1909 49 -551 
1969-70 1413 4.1 1582 -17.1 -169 
1970-71 1535 8.6 1634 33 -99 
1971-72 1608 48 1825 117 -217 
1972-73 1971 22.6 1867 23 104 
1973-74 2523 28.0 2955 58.3 432 
1974-75 3329 31.9 4519 52.9 -1190 
1975-76 4036 21.2 5265 16.5 -1229 
1976-77 5142 274 5074 -3.6 68 
1977-78 5408 52 6020 18.6 -612 
1978-79 5726 5.9 6811 13.1 -1085 
1979-80 6418 12.1 9143 34.2 -2725 
1980-81 6711 4.6 12549 37.3 -5838 
1981-82 7806 16.3 13608 8.4 -5802 
1982-83 8803 12.8 14293 5.0 -5490 
1983-84 9771 11.0 15831 10.8 -6060 
1984-85 11744 20.2 17134 8.2 -5390 
1985-86 10895 -7.2 19658 14.7 -8763 
1986-87 12452 14.3 20096 2 +7644 


1987-88 15741 (p) 26.4 99(p) 115 


the Fourteenth Report 
gn Trade. (P) 


Table 2 Share of Agricultural Exports and Imports in the Total Value of Exports and Imports. 


(Rs.Crores) 
EXPORTS 
Exports of Total o Share of Imports of Total % share of 

Year selected exports agril. exports selected imports agril. imports 
(April- agril.commo- from to total agril.commo- into to total 
March) dities India exports dities India imports 
1965-66 334.9 805.6 41.6 535.7 1394.1 38.4 
1970-71 565.3 1535.2 36.8 604.3 1634.2 37.0 
1971-72 585.0 1608.8 36.4 576.0 1824.5 31.6 
1972-73 751.5 1970.8 38.1 484.3 18674 25.9 
1973-74 1006.8 2523.4 39.9 917.5 29554 311 
1974-75 1401.5 3328.8 42.1 1563.5 4518.8 34.6 
1975-76 1685.5 4042.3 41.9 2142.0 5265.2 40.7 
1976-77 1800.6 5142.3 35.0 1605.1 5073.8 31.6 
1977-78 2000.3 5407.9 37.0 1215.5 6020.2 20.2 
1978-79 1902.6 5724.6 33.2 1286.2 6810.6 18.9 
1979-80 2238.3 6418.4 34.9 16471 9142.6 18.0 
1980-81 2375.7 6683.2 35.5 2299.5 12549.1 18.3 
1981-82 2623.2 7805.9 33.6 2679.5 13607.6 20.9 
1982-83 2642.8 8803.4 30.0 1952.5 14292.7 13.7 
1983-84 2819.4 9770.7 28.9 2851.4 158315 18.0 
1984-85 3248.0 11743.7 27.7 3717.4 17034.2 21.7 
1985-86 3271.5 10874.6 30.0 3884.8 19665.4 19.8 


Notes: (i) Value figures are not comparable due to devaluation of Indian rupee effected in June, 1966. 
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(ii) Exports include re-exports. 


Source: Monthly Statistics of Forcign Trade of India, Volume I & II, published by the Department of Commercial Intelligence & Statistics, Cal- 
cutta. 
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Table3 Percentage share of Different Commodities in Imports by India, 1970-71 to 1988-89. 


—— —Commodiy DOA 19031 DSa Das 1x83: a ER med 
I. Food and Live animals chiefly 


food (excl.cashew raw) of which 14.81 

Cereals & cereals preparations 13.04 
II. Raw materials & intermediate 

manufacturers 5441 
II.1 Cashew nuts (unprocessed) 1.78 
II.2 Crude rubber (incl.synthetic 


&reclaimed) 0.25 
1L3 Elbres 7.78 

Of which 
11.3.1 Synthetic & regenerated 

fibres (man-made fibres) 0.55 
11.3.2. Raw wool 0.92 
11.3.3 Raw Cotton 6.06- 


11.3.4 Raw Jute - 
II.4 Petroleum oil & lubricants 8.33 
IL5 Animals & Vegetable oils 


and fats of which: 2.39 
11.5.1 Edible oils 141 
IL6 Fertilizers & chemical 

products Of which: 13.28 
11.6.1 Fertilizers & Fertilizer 

material 5.26 
11.6.2. Chemical elements & 

compounds 4.16 


3.03 
0.80 


77.78 
0.07 


0.25 
131 
0.77 


0.34 


0.01 
41.95 


5.65 
5.39 


11.87 
6.52 


2.85 


6.43 
5.11 


70.08 
0.14 


0.52 
1.59 
0.66 
0.40 


0.03 
30.52 


5.04 
4.60 


10.27 
2.68 


4.17 


4.06 
1.41 


4.35 
0.56 


71.04 


0.12 
0.51 
1.32 


0.35 
0.50 
0.7 
0.03 
25.38 


3.92 
3.74 


16.56 
7.30 


5.54 


(Value) 


3.38 NA NA 
0.43 0.15 2.24 
60.55 N.A N.A 
0.35 0.29 0.22 
0.53 0.48 0.61 
1.11 N.A N.A 
0.29 0.12 0.13 
0.41 0.35 0.56 
bi NA NA 
0.02 N.A. N.A 
13.99 18.23 15.51 
3.26 NA NA 
3.12 4.11 2.58 
14.84 NA N.A. 
4.58 247 3.29 
5.70 4.69 6.88 


UDI ug upipur Suruupjg 


11.6.3 Dyeing, tanning & colouring 


material 0.55 0.17 0.20 
11.6.4 Medicinal & pharmaceuticals 

products 1.47 0.68 0.93 
11.6.5 Plastic material, regenerated 

cellulose & artificial resins 0.49 0.96 1.26 
II.7 Pulp and waste paper 0.73 0.14 0.60 
IL.8 Paper, Paper board & 

manufactures there of 1.53 149 0.99 
11.9 Non-metallic minerals 

manufactures Of which: 2.02 4.42 7.75 
11.9.1 Pearls, precious, and semi- 

precious stones, un-worked or 

worked 1.53 3.32 6.94 
11.10 Iron & Steal 9.00 6.79 1231 
11.11 Non-ferrous metals 7.28 3.80 247 
III. Capital goods 24.72 15.22 20.98 
III.1 Manufactures of metals 0.55 0.71 0.94 
II.2 Non-electrical machinery, 

apparatus & appliances 15.79 8.68 12.95 
IIL.3 Electrical machinery, 

apparatus &appliances 4.28 2.07 4.26 
111.4 Transport & equipment 4.10 3.76 2.82 
IV. Others (Unclassified) 6.06 3.97 2.51 
Total (I to V) 100.00 100.00 100.00 


0.25 


0.80 


130 
1.03 


1.14 


6.50 


6.02 
549 
240 
1849 
0.82 


1125 


4.26 
245 
219 
100.00 


0.33 


1.06 


246 
121 


1.08 


8.05 


741 
774 
2.57 
32.29 
1.04 


2121 


6.03 
4.00 
3.78 
100.00 


0.36 
0.61 


2.45 
1.02 


1.15 


N.A 


8.90 
5.68 
2.57 

28.06@ 
0.79 


12.89 


4.98 
3.30 
N.A 
100.00 
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Table 4 Percentage share of Different Commodities in Exports by India, 1970-71 to 1988-89. 


(Value) 

S.No. Commodit 1970-71 1980-81 1983-84 1984.85 1985-86 1986-87 1987-88 1988-89 

T Aided Onn BIB EAHS IR 
NA N.A 


products Of which: 31.73 30.65 26.83 25.52 27.70 27.48 
11 Coffee 1.63 319 1.86 1.79 243 2.39 167 1.38 
12 Tea & mate 9.64 635 527 6.53 5.75 4.63 3.76 2.95 
13 Oil cakes 3.58 1.86 1.56 1.17 1.23 153 1.10 1.82 
14 Tobacco 2.15 2.10 1.82 1.52 1.54 1.49 0.86 0.63 
15 Cashew Kernels 3.71 2.09 1.55 1.53 2.07 2.63 1.95 1.36 
16 Spices 2.54 0.16 1.20 1.76 255 2.24 1.96 1.24 
17 Sugar & molasses 1.89 0.60 1.78 0.30 0.15 0.01 0.01 0.03 
18 Raw Cotton 0.91 2.46 161 0.51 0.62 1.65 0.60 0.14 
1.9 Rice 0.33 3.34 1.17 1.44 1.80 1.58 2.06 1.63 
110 Fish & Fish preparations — 2.02 3.23 3.73 3.24 3.75 4.33 3.4 3.12 
111 Meta & meta Preparations — 0.20 0.83 0.7. 0.71 0.68 0.61 0.55 0.46 


112 Fruits & Vegetables and 

pulses (excl. cashes kernels 

& processed fruits 

& juices) 0.78 1.19 1.07 1.18 1.14 1.25 0.96 0.81 
L13 Miscellaneous processed 

fruits (incl.processed 


fruits & juices) 0.26 0.54 0.64 0.66 0.75 0.61 0.42 0.60 
il. Ores & minerals 

(excl. Coal) Of which: 10.68 6.17 5.18 5.43 721 5.76 4.47 5.00 
I.1 Mica 1.04 0.27 0.18 0.17 0.19 0.16 0.15 0.14 
IL2 Tron Ore 7.62 4.51 4.11 3.91 5.71 4.39 3.45 3.32 
III Manufactured Goods 

Of which: 50.29 55.83 50.85 52.88 58.50 62.70 N.A NA 


Mold ig uoIpuy Buruuvjg 


IIL1 Textile fabric & manufactures 
(excl.carpet hand-made) Of 


which: 9.45 13.90 15.16 14.63 16.48 17.50 19.62 17.78 
IIL1. Cotton yar, fabrics made-ups 

etc. 9.25 6.08 4.39 5.28 527 5.12 6.76 5.57 
II.1.2 Readymade garments of 

all textile materials 1.89 8.20 7.43 8.11 9.79 10.69 11.38 10.34 
IIL2  Coiryarn & manufacturers 0.85 0.25 0.26 0.24 0.31 0.27 0.18 0.15 
IIL3 Jute manufactures incl. 

twit & yarn 12.38 4.92 1.75 2.90 2.40 1.96 1.54 123 
IL4 Leather & leather 

manufactures incl. leather 

footwear, leather-travel 

goods & leather garments 5.21 5.81 5.05 6.16 7.07 740 7.30 734 
ILS Handicrafts (incl. carpet hand- 

made)Of which: 4.76 14.19 16.36 14.91 1726 20.46 20.67 25.59 
IIL5.1 Gems & Jewellary 2.93 921 13.24 10.53 13.80 16.66 16.61 21.68 
IIL6 Chemicals & allied products 1.89 3.35 3.36 411 457 4.68 5223 7.56 
IIL7 Machinery, transport 

equipment & mctal 

manufacturers (incl. Iron 

& Steel) 12.90 12.32 8.26 8.11 8.76 9.10 9.10 11.44 
IV. Minerals, Fuels & 

Lubricants(incl.Coal) 0.85 0.42 . 1627 15.52 6.01 3.36 447 2.55 
V. Others 6.45 
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Table 5 India's Share in World Exports by Commodity Division. 


SNo. Code Commodity Division 1970 India's 197 India's 1980 
Div.Group Group World Indiashare World India share World 
26 26 
1 2.39 4 5 6 7. 8 9 10 11 
b. SOT Meat and meat preparation 3594 4 0.1 7378 9 0.1 17832 
2. 03 Fish, crustaceans and mol- 
luses & preparation these of - 12258 
3. 04 Cereals &cereals 
preparation 6775 9 0. 25133 16 041 41989 
4. 042 Rice 925 6 06 1984 12 06 4335 
5. 05 Vegetable & fruits 1471 17 12 10104 154 15 24018 
. 0 Sugar, sugar preparation 
SE eng REP 2700 26 10 11663 554 48 6183 
7. 07 Coffee, tea, cocoa spieces 
and manufactures these of 5437 280 5.1 9133 438 48 22121 
8. 071 Coffee & coffee Sub-stitutes 3205 31 1.0 4580 73 1.6 12979 
9. 074 Tea & mate 587196334 933 292 313 1631 
10. 075 Spices 255 5220. 548 73 133 1072 
11. 08 Feeding stuff for animals - =. «© - - 10322 
12. 12 Tobacco & tobacco manu- 
facturers 1713 43 25 3827 124 32 3423 
13. 121 Tobacco unmanufactured, 
tobacco refuse... 105842 40 2357 119 50 3423 
14. 122 Tobacco manufactured 655 1 02 1470 5 04 - 
15.. 22 Oilseed & Oleaginous fruit - - + - z $ 9487 
16. 28 Metalliferous ores and 
metal scrap... 7357 193 2.6 13446 253 1.9 30239 
17. 281 Iron ore & concentrates 2373 158 6.7 4601 247 5.4 6515 
18. 51 Organic Chemicals 6648 9 0.1 20219 ^22 01 231841 
19, 52 Inorganic chemicals E - = a » H 15491 
20. 53 Dying, tanning and 
colouring materials 1615 8 0.5 3642 23 06 7986 
21. 54 Medicinal & pharmaceu- 
ticals products... 2687 11 04 6503 29 04 13918 
22. 55 Essential oils & perfume 


materials toilets, poli- 
shing & cleaning pre- 


parations. 916 10 11 3059 18 0.6 7647 
23. 57 Explosive & pyrotechnic 

products - - T + - - 630 

plastic materials & 

cellalose esters & others - - -= - - - 27223 
25. 59 Chemical materials & 

products n.e.s. - - 1.1 - - 15960 
26. 61 Leather, leather manu- 

factures, n.e.s. and 

dressed furskins... 1047 95 91 2380 200 84 5967 
27. 611 Leather 701 94134 1540 189 123 3415 
28. 612 Manufacturers of leather 


or of composition leather 
n.C.S.ctc... 132 1 06 355 4 10 975 
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India's 1985 India's 1986 India's 1987 ^ India's 
India Share © World India Share World ^ India Share World India Share 
26 E To Jo 
12 13. 14 15 16 17 18 9 20 21 22 
67 0.4 15694 52 03 19071 50 03 22845 40 02 


242 20 14059 383 27 18940 41 25 23573 516 02 


201 05 32414 50 02 28749 68 02 28709 60 02 
160 37 2772 40 14 2645 o1 T9 2106 43 20 
259 1.1 13418 87 0.7 16484 92 0.6 20773 92 04 
46 03 9984 24 02 11131 23 02 11225 14 0.1 
879 40 19597 464 24 25395 684 27 22222 518 23 
271 21 11169 153 14 15822 231 . 15 11838 146 12 
4.52 27.7 1664 220 132 1445 223 154 1534 221 14.4 
156 145 1059 92 87 1349 229 170 1504 151 10.0 
164 16 8508 112 13 10655 1531 14 11644 149 13 
151 4.6 7752 74 09 8396 59 0.7 10045 64 0.6 
1531 44 3767 69 18 3563 53 15 3773 58 15 

1c 3985 5 01 4833 6 01 6272 6 01 
30 03 7803 7 01 7892 6 01 8936 7 04 


465 15 22481 645 29 22359 642 29 = 25307 639 25 
411 63 6205 583 94 6418 599 93 6791 600 88 


17 01 36611 29 01 40943 48 0.1 50064 342 0.7 
26 0. 16435 18 01 17962 20 01 19950 24 01 
65 08 7966 35 04 10614 5? 05 13325 87 0.7 
109 0.8 15787 50 03 20865 54 03 24354 57 02 
86 11 8089 35 04 9920 34 03 12382 37 03 
1 01 840 1 02 893 1 03 12382 37 03 
i. 28409 9a 35755 8 45868 10 - 
8 - 16572 12 01 19646 12 01 23757 14 01 
405 68 6356 431 68 7721 48 55 10204 603 5.9 
342 10.0 4204 334 79 5007 333 67 6670 460 6.9 


62 63 1127 97 86 1341 95 Á 


Table 6 Exports of Major Agricultural Commodities 


(Rs.Crores) 
Commodity 1987-88 1988-89 1988-89 at % change in % change in 


constant 3 over 2 4 over 2 
prices —— 
1 2 3 4 5 
a a coa ec LO MCKCI PANT NN URUNN 
l. Cashew kernels 306.7 277.2 257.86 -9.6 -15.92 
2. Coffee & Coffec 
Substitute 263.2 279.7 260.19 63 -1.14 
3. Fish & Fish 
Preparation 525.1 632.5 588.37 20.4 12.05 
4. Oil Cakes 173.3 370.4 344.56 113.7 98.82 
5$. Raw Cotton 95.5 28.0 26.05 -70.7 -72.72 
6. Rice 324.6 331.5 308.37 21 -5.00 
7. Spices 309.3 250.8 233.30 -18.9 -24.57 
8. Sugar 0.8 7.0 6.51 TIS.0 -5.94 
9.  Teaand Mate 592.4 599.00 577.21 1.1 -5.94 
0. 
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Chapter 6 


PLANNING FOR 
AGRICULTURAL MARKETING 


Purshotam D. Vashist 


L essence, agricultural marketing is broadly concerned with 

developing new products to satisfy emerging needs of the 
consumers and to capitalise on newly-identified market opportunities. 
It also includes reappraising and modifying existing products in the 
light of changing marketing requirements - particularly important 
given the dynamic nature of modern society. As far as agricultural 
products are concerned, these are not like industrial goods as can be 
tinkered with or modified easily suiting to market demand. 

Evolution of new crop varieties is a very slow process. A number 
of factors do influence marketing of agricultural products, e.g. by value 
adding through processing, quality control, packaging, refrigeration, 
preservation, sorting and advertising not only can their marketing be 
augmented, but also higher profits can be reaped. Some have argued 
that place, time and other utilities i.e. where the customer wants the 

_ Products and at the price he is willing and able to pay do also matter 
in earning the profits from the agricultural commodities. 

In India marketing of agricultural produce takes place in the 
organized markets as well as through shanty markets and village 
mandis (fairs) where the head-loaders and peddlers sell their produce. 
Country's agricultural scene, besides modern marketing i.e. exchange 
of goods and services for money, is also marked by the traditional 
barter system. 
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As far as a traditional Indian farmer is concerned, he does not go 
by elasticity of demand factors, whereas an industrialist does consider 
whether or not he should proceed with the development of a new and 
convenient product or not. He would also like to have some 
information on the probable future sales of the product, given various 
assumptions about price and the degree of his marketing efforts. 

In the factors affecting the marketing efforts in agriculture in 
India, hardly any producer takes recourse to market analysis i.e. 
evaluating whether or not it will be sufficiently remunerative to sow a 
particular crop. Role of forecasting of sales for each of the commodity 
produced is also seldom taken care of. Perhaps one reason for the 
haphazard cultivation and marketing of agricultural products in India 
is that given the magnitude and size of the country and its population, 
anything edible will sell. 

Besides, the characteristics like chronic mass poverty, obsolete 
methods of production and more than 70 per cent of its male 
population employed in agriculture, animal husbandry, fishing and 
forestry, the Indian agricultural marketing is further an offset by 
narrowness of markets and virtually non-existing manufacturing 
industry in value addition to the agricultural products. 

As far as the agricultural scene in India or elsewhere in other 
developing countries is concerned, economic development has been 
analogous with efforts of increasing production. The utilization and 
improvement of natural, human and capital resources is viewed 
primarily in relation to the aim of increasing production. Both at the 
local level and at the level of national economic development, 
preoccupation seems to be with supply side of production in all its 
various manifestations. 

Gone are the days when agriculture could afford to take care of 
supply side only without going into its ‘demand aspects’. Ultimately 
demand finds its fulfilment only through marketing. If the marketing 
facilities are poor and inadequate, the farmers would not get 
remunerative prices for their produce. If the markets cannot cope up 
with the glut, there would be problem of surpluses leading to spoilage, 
pilferage and crash in prices. 


MARKETS AND TRADE 


India's agricultural marketing scenario is characterised by 
narrowness of the home markets. This narrowness is a characteristic 
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of under development and is frequently referred to as a formidable 
obstacle in agricultural development. One major cause for this 
narrowness of market is low purchasing power and restricted spending 
habits of the consumers. The nature and causes of this condition are 
also lack of capital for storage and inadequate and costly transport. 
Market opportunities and economic prosperity in India are closely 
interdependent. In order to boost internal marketing following 
suggestions are made: 

(i) Internal lines of rail, road, water and air transport should be 
increased. This would improve the extent and intensity of market 
contacts within different parts of the country leading to favourable 
economies of scales. The share of transport which was Rs. 22064.86 
crores in the Seventh Plan should be raised substantially during the 
forthcoming approach to the Eighth Plan. 

(ii) Adequate capital and credit facilities should be provided for 
the augmentation of storage facilities ensuring proper expertise, 
technology, refrigeration and preservation facilities. This calls for 
further refining and broadbasing the scheme of assistance under 
construction of rural godowns being undertaken up by the Directorate 
of Marketing Inspection Govt. of India. The amount of financial 
assistance which was paltry Rs. 26.25 crores during the Seventh Plan 
should be sufficiently raised, the scheme simplified and made further 
attractive. Not only is the storage capacity inadequate, but wherever 
rural godowns have been constructed, most of them are either lying 
empty or are under- utilized. Many such godowns have even been 
illegally occupied and are misutilized by the influential farmers and 
vested power structure. This practice has to be checked with iron 
hands. The establishment of the rural godowns has only been confined 
to the developed states of the country. Far flung North-Eastern areas, 
mountainous and difficult tribal terrains have not yet been adequately 
covered under this scheme and needs special attention. There should 
be a close co-operation and co-ordination among the institutions 
dealing with warehousing sector i.e. Ministry of Food, Govt. of India, 
NAFED (National Agricultural Cooperative Marketing Federation), 
FCI (Food Corporation of India), NEC (North Eastern Council), 
NCDC (National Cooperative Development Corporation), State 
Governments and private business in the creation of an effective 
storage system in the country. 

(iii) There is a need for the enlargement of the home market by 
simultaneous expansion of a large number of industries which buy one 
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anothers’ products. This according to Nurkse (1953), "Will 
automatically create a market and will also, if localized, increase the 
external economies enjoyed by each firm". This will further make the 
industries mutually gregarious. In any place an industrial mix of the 
mills of sugar, paper, rice bran and distillery could be an example of 
both complementarity and supplementarity. Likewise, a number of 
other such combinations of different industries can be thought of by 
encouraging the entrepreneurs. 

(iv) Home market should also aim at capturing the requirements 
of the foreign firms. This measure will attract both indigenous and 
overseas capital. The case of the multinational M/S Pepsi Foods Private 
Ltd. is a case in point which has given an added fillip to the tomato 
production and marketing in Punjab. Whatever the controversy this 
project will encourage both foreign and indigenous capital input which 
will benefit the producers by creating markets for them. In this way the 
whole line of business chain will flourish besides it will also create 
substantial job opportunities. Such like multi-national collaborations 
do encourage the participation of other overseas enterprises with 
whom they have links. India’s attractiveness as a potential market for 
agricultural goods and their export could probably do more ina short 
time to encourage industrialisation than anything else. 

(v) Much less attention has been paid to make permanent the rural 
periodic markets of the tribal and North Eastern areas where 
transactions of sorts in agricultural, cottage, industrial products and 
other consumer goods take place. In fact the lively system of local trade 
is of considerable economic significance. There is a need to end the 
periodic or cyclic nature of these markets and convert them into full 
time "central place"daily markets. This will not only intensify the 
process of socio- economic development but also spur up urbanisation, 
improvement in transport, higher purchasing power, increased 
occupational specialization and production of quality goods. In the 
process of conversion of the periodic rural markets into the continuous 
ones, the State Marketing Boards will have to play more dynamic role. 
Even the role, scope and quantum of the central assistance for the 
development of agricultural markets being provided by the 
Department of Rural Development, has to be enlarged. More so when 
the Approach to the Eighth Plan is on the anvil. The Seventh Plan 
outlay of Re. 19.33 crores meant for the creation of marketing facilities 
should be raised to minimum Rs.100 crores in Eighth Plan. Similarly, 
different Boards like coffee, cardamom, tea, silk and cashew. operating 
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under the aegis of the Ministry of Commerce, Govt. of India should 
pay more attention to the development of efficient markets and trading 
facilities. 

(vi) Alongside development of market place, industrialisation 
process should also start. Setting up of such industry which can use 
local primary raw materials should be encouraged by giving them 
incentives in terms of subsidies, cheap availability of land, power and 
water. Likewise necessary infrastructure e.g. roads, banking and 
sanitation should be provided. The crops and the raw material over 
which the country enjoys comparative advantage and for which export 
market opportunities exist should also be provided incentives like cash 
compensatory support, duty drawback credit, duty exemption, 
concession in export duties, liberalisation of licenses and concession 
in excise and transportation. This would counter the tendency of 
Prebisch Effect - that *primary production tends to increase beyond 
what is required relatively slow increase of demand'. There is much 
demand of Indian goods from the deficit countries and developed 
world. The international trade mechanism should not be used merely 
to the export of primary raw materials but also the finished consumer 
goods e.g. textiles, vehicles, graded rice, bicycles, auto wheelers, 
building material and spices should also be exported. 

In the end, suffice to say that for the development of an efficient 
system of agricultural marketing internal and external distribution is of 
utmost importance for a large country like India where food-surplus 
areas and food-deficit areas are widely separated and unorganized. It 
goes to the credit of the Indian supply and distribution system that 
cereals are still marketed and transported from distant villages to 
different consumer centres inspite of poor marketing, storage, 
transportation and managerial skills. Reasons for this perhaps are 
‘profit motive’, price variations and enterprise. If the system of 
agricultural marketing, transportation and warehousing is given new 
directions in the Eighth Plan, the producers, middlers and the ultimate 
consumers would benefit a lot! 


Notes and References 


1. Vashist Purshotam D. - To Market, to Market, to buy a Bushel. 
Financial Express dt. 6.5.1990. 
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Chapter 7 


INFORMAL SECTOR AND 
MANUFACTURING 


Purshotam D. Vashist 


ll the primary sector i.e. agriculture, farm, non-farm and its 

V V allied activities always continue to retain its iron grip on the 
Indian Industry, whether in the rural or urban areas? Historically, it 
has been proved that whenever in any country economic development 
picks up the secondary and tertiary sectors far behind leave the primary 
sector. 

Like-wise, in the economic development continuum 
manufacturing and capital industries tend to steal the show with their 
gradual tilt towards service sector. This marriage between the 
manufacturing and tertiary sectors leads to more employment and 
income generation. 

In the process of this development of manufacturing and heavy 
industries, normally the consumers goods producing units would be in 
greater demand. This in fact is the Indian industrial scenario today, 
when we have to cater to the consumers good requirement of more 
than 800 million heads. 

Once, a country is able to meet with its demand of essential 
consumers good i.e. foodstuffs, wood, rubber, textiles, general 
merchandise, stationery, printing, medicines, preservation, 
refrigeration, processing and packaging, it should think of the 
developmen. of its capital goods industries e.g. metals, iron and steel, 
chemicals and heavy engineering. 
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From the foregoing discussions it is clear that there is a symbiotic 
relationship between economic growth and industrial development. 

When we talk of industrial development, we fully well know that 
the industry will find its access to the people through technology and 
appropriate technology. Since the Industrial Revolutions of the 18th 
and 19th centuries, the nature of technology and its application has 
undergone a sea change. Technology has not only brought many 
benefits but has also created severe economic and social problems. 

In the present Indian industrial context, we have to take recourse 
to the development of light manufacturing industry in preference to 
both primary and capital-intensive industries. We cannot always stick 
to the primary sector when the world is progressing so fast, nor can we 
afford our scarce resources for capital-intensive heavy sector. The best 
answer is the middle- course, i.e. development of the light 
manufacturing industry producing consumers goods with a heavy bias 
towards utilisation of raw material produced in the primary farm and 
non-farm sectorsi.e.silk, leather, milk, wool, meat, eggs and food stuffs, 

In order to give subsistence to the teeming millions, the country 
can no longer merely rely on tiny, farm, cottage and family size units in 
the urban and rural areas. The observations of Schumacher in his book 
"Small is Beautiful" are no longer valid as the industrial profile of the 
society has totally changed and the ‘big is gradually becoming beautiful’ 
as it can cope with different pressures. 

In keeping tune with the march of time India should commit itself 
to the development of primary and allied sectors through the route of 
light manufacturing (secondary) and service (tertiary) sectors, Village 
and cottage industries of family and tiny sizes in a high-cost-economy 
like India today are no longer viable those being primitive and 
outdated. Per capita output of goods and services by them is also very 
lowand not at all remunerative. The experience of the ongoing schemes 
in the informal sector, whether in the urban or rural areas has shown 
that a majority of such units end up in a fiasco resulting into 
misutilization of loans and subsidies. This also adds to the indebtedness 
and kills entrepreneurship. 

In the light of the above-mentioned facts, what is the answer? As 
pointed out earlier, instead of sticking to the primary sector only, or 
leapfrogging into capital sector, India should only concentrate on the 
second stage of industrialisation i.e. the development of 
consumers-oriented light manufacturing industries. For the time being 
the country may go slow on the path of the capital goods industries and 
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public sector units which involve heavy investment of resources. The 
manufacture and sophistication of the consumers goods made from the 
raw material derived from the primary sector should be brought under 
the fold of the light manufacturing sector. : 

This light manufactuzing approach should cover products like 
textiles, spare parts, fertilizer, rubber, medicines and other farm and 
non-farm input. 

Brief question arises, if the approach of the development of light 
manufacturing industry is to be followed as policy in the country, will 
it not be the promotion of the industrialists at the cost of crores of tiny 
rural and urban artisans? Will it not help the ongoing industrial power 
Structure and lobby? Will it not further polarise economy and help the 
capitalists? Will it not be against the Indian egalitarian philosophy, 
giving a death blow to the small and tiny entrepreneurs and artisans 
e.g. tailors, weavers, blacksmiths, toy-makers, cobblers and potters in 
the rural, semi-urban and urban areas. 

Of course, the above observations are true but have to be 
dovetailed for the advantage of the tiny entrepreneurs assisted under 
IRD (Integrated Rural Development), DWCRA (Development of 
Women and children in Rural arcas) and other beneficiary 
programmes for the weaker sections of the Society. The present 
experience has shown that the amount of sophistication, finesse, quality 
control, packaging, preservation, appeal and brand name which have 
gone into the products e.g. soaps, textiles, shoes, ornaments, 
implements and foodstuffs will not allow the similar goods produced 
in the unorganized sector attractive to the ordinary consumers since 
similar better products manufactured by elite industry are available. In 
fact, high sophistication and advancement in industry have killed the 
products of village artisans. Consumers don't mind paying more in case 
they can get quality and elegant stuff. Production of quality and 
elegance requires heavy investment in terms of better skill, raw 
material, mechanisation, grading, transportation, market intelligence, 
bulk supply, quick delivery, advertisement campaigns, innovations and 
replacement in case the goods which are defective. Today, an Indian 
Consumer cares much both for his fads and tastes which can be met by 
large consumers goods manufacturing units only and not by the tiny 
entrepreneurs, 

What is the Answer? 

Solution, perhaps lies in linking the units of small village and urban 
artisans with the light manufacturing public and private industries. Let 
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these sophisticated holding units provide training, raw material, 
know-how, marketing and appropriate technology to the urban and 
rural entrepreneurs at their doorsteps. Their finished goods should be 
purchased and further marketed by the proposed light manufacturing 
units from their warehouses and other outlets under their brand names, 
packaging and marketing niche. 

How can it be Done? 

The above quoted solution is not all that simple. Here the 
Government and its agencies will have to play an altogether different 
role. There should be a tripartite agreement between the tiny 
entrepreneur, Government and the industry involving the equity and 
expertise participation. The Government providing the beneficiaries 
share of subsidy, loan, equity and infrastructure development to the 
light parent manufacturing units so as to attract them and retain them. 

Under no circumstances this troika of approach should be allowed 
to fail. In order that the light manufacturing industry does not withdraw 
from the scene leaving the small artisans high and dry, their losses 
should be compensated by the Government, Otherwise this marriage 
would collapse. 

The Government should also liberally finance and support the 
light manufacturing units entering into such a holy alliance. Emphasis 
should be laid on providing training, research and extension to the 
small and tiny artisans so that they produce attractive and quality 
goods. 

To conclude, the Government should act only as an umpire and a 
friend, philosopher and guide where-ever necessary. During the 
ensuing Eighth Plan, let the light manufacturing industry act a buffer 
between the primary and capital sectors alongside fast ushering the 
Indian economy into the service (tertiary) sector. This will also go a 
longway in helping the tiny farm and non-farm artisans trying to cross 
the poverty trap and improve their lot under IRD, DWCRA and the 
like beneficiary programmes. 


Notes and References 


1. Vashist Purshotam D. "Towards a Buffer Tertiarry Sector". 
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Chapter 8 


PROCESSING INDUSTRIES AND 
SMALL SECTOR 


Purshotam D. Vashist 


e Mid-Term Appraisal of Seventh Five Year Plan 1985-90 
itself points out,’ the low growth agro-based sectors may suffer 
further setbacks owing to the drought in the agriculture sector’. 
Similarly it goes on to say that ‘Seventh Plan’ targets are not likely to 
be achieved ‘in case of Khadi and Village Industries’. - 

As far as, the drought was concerned, the agriculture sector was 
able to redeem itself, but the plight of the agro-based sector in general 
and that of the tiny and small units in particular have remained 
stagnant. 

According to the latest intentions of the Government which 
emanate from its Election Manifesto, the Eighth Plan will aim at 
reducing concentration of incomes, wealth and assets. It is further 
expected that Planning process will be made effective through ‘a strong 
political will and structural changes. It is also being contemplated to 
disperse the ownership in industry, commerce and trade. 

As a part of its strategy, it is being stressed by the Government 
that rural sector will be given paramount importance and ‘pride of 
place’ by allocating to it minimum 50% of investible resources. Already 
49% of the budgetary allocations (1990-91), have been earmarked for 
the purpose of development of the rural sector. 

If the Seventh Plan strategy of attaching paramount importance to 
the acceleration of the pace of growth of the large and modern 
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manufacturing sector is to be maintained during the Eighth Plan period 
(1991-95), this will restrict the benefits only to a small section of the 
society at the cost of the teeming millions. In short the ‘centre economy’ 
approach has to be modified through which are benefitting only a 
relatively few large firms. Efforts have to be made to check the scourge 
of ‘dual economy’ and encourage the ‘peripheral sector’ which is 
composed of a relatively large number of small and tiny firms in the 
rural and urban areas. These units specialise in less attractive consumer 
products, possess little access to finances, operate on low profit 
margins and are not very diversified. A shift must take place away from 
the heavy modern manufacturing sector to provide a trade off between 
tiny sector and more growth. 

Given the 2.1% annual rate of growth of India’s population, it will 
not be possible to achieve a ‘steady-state economy’ in the near Future. 
Since the Malthus assessment that population would grow 
exponentially will continue to obssess our economy, we willy nilly will 
have to do something to create more job opportunities. The number of 
able-bodied unemployed force in India to-day might have crossed 50 
million mark. If we took, into account only the figures of the educated 
job-seekers, the same too has crossed 17.5 too million mark on the live 
registers of the employment exchanges. Something substantial has to 
be done so that the job- seekers and disguisedly unemployed workforce 
is given gainful employment. 

The present wage guarantee approach of the rural Jawahar and 
urban Nehru Rozgar Yojanas cannot contain the entire rush. 
Moreover, lack of resources have already plagued the Union Budget 
1990-91. If we just analysed the case of the budgetary allocations for 
rural development, the position of the employment generation 
programmes remain at the same level as per the revised estimates for 
1989-90. According to Mid-Term Appraisal of Seventh Plan, outlays 
to the tunc of Rs. 2642.99 crores, Rs.2487.47 crores and Rs. 1743.78 
crores were earmarked for IRDP, NREP and RLEGP in the central 
sector. These funds could do precious little in terms of ‘affirmative 
action’ and changing the ‘culture of poverty’ i.e. improving the living 
standards of the poor families which constantly continue to suffer from 
cumulative inequalities. As far as the alleviation of the urban poverty 
is concerned, Nehru Rozgar Yojna is yet to take off and the on-going 
schemes comprising Minimum Needs Programmes (MNP), Social 
Welfare Schemes, Khadi and other informal industries have not made 
any perceptible dent in helping out the ‘deserving poor’, in the 
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reduction of their *dispersed inequalities". 

Brief question arises, what strategy should be followed in the 
Eighth Plan so as to generate employment and create assets as should 
satisfy the bare necessities i.e. atleast food and clothing of the needy 
poor in the rural and urban areas. The only answer appears to be a shift 
towards the ‘Agro-Based and Small Sector’ with the support of the 
multinational corporations wherever necessary. This supranational 
cooperation is suggested in case of Agro-Based and Consumer goods 
industries only. The Mid-Term Appraisal of Seventh Five Year Plan 
reported poor performance in Agro-Based products like food, 
beverages, tobacco, jute goods and rubber dubbing them as low growth 
sectors. In fact, there is a serious need to arrange multinational 
cooperation in the arcas like horticulture, paper, sugar, cotton textiles, 
food products, wood products, tobacco, printing, publishing and 
consumer goods. 


WHY MULTINATIONAL TIE-UPS IN AGRO-BASED 
INDUSTRIES? 


The reasons are simple. We may take a cue from the underway 
project of Pepsi Punjab Agro Industries Corporation. Though its 
tomato processing has not yet started, the tomato growers of Punjab 
have the following good things to report: 3 

(1) High yielding hybrid tomato seeds were made available to the 
growers out of which the farmers are evolving their own hybrid seed 
varieties suiting to the local agro-climatic conditions. This will 
eliminate future dependence on foreign hybrid seeds. 

(II) Foreign leadership, guidance and technology has come to the 
growers in the package form which the farmers have been able to 
absorb and indigenise. 

(III) Assured marketing by the Pepsi Project has acted as an 
incentive to the farmers to take their per acre tomato yield upto 200 
quintals. When the local farmers would become self-sufficient and 
self-reliant in tomato cultivation, they would be able to dictate their 
remunerative prices to the Pepsi authorities. This project would 
diversify and take the Indian tomato products into the international 
market place. 

(IV) Through its global spread, Pepsi would be able to take 


advantage of ‘economies of scale’ throughout the world, international 
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division of labour will maximise profits. Indian labour and agricultural 
resources will also develop. 

In order to encourage foreign investment and equity participation, 
Indian Agro-Sector has to be made more liberal, rational and 
attractive. 

Apart from Agro-based industries, in order to boost enterprise 
and maximise employment recourse to small and informal sectors will 
have to be taken. In fact, the share of small and informal sectorsin GDP 
has to exceed 60% so as to enable it to become the real bread-winner 

of the poor and needy. While taking recourse to small and 
employment-oriented sectors it has to be ensured that technological 
advancement, foreign investment and competitiveness are not 
sacrificed. Otherwise, such an approach will be a retrograde step. 

Since there would be a serious resource crunch, the National and 
State Governments should confine their role to the holistic task of 
infrastructure building. SOCs (Social Overhead Costs) must be 
directed at the creation of infrastructural facilities like roads, water, 
electricity and transportation. Likewise, a departure has to be made 
away from profligate central public undertakings and state 
corporations. Large, medium, small, tiny and cottage industries in 
private sectors through the active financial, managerial and technical 
support of the Government have to be encouraged. 

Tiny and small private sectors must find their way into Khadi, 
powerlooms, handicrafts, garments, gems, jewellery, handlooms, coir, 
jute, silk, paper, sugar, food processing, consumer goods and cotton 
textiles. In order to ensure this, certain policy initiatives will have to be 
taken during the ensuing Eighth Plan, so as to allow the expansion and 
growth of the small industries. 

In order to entice the big business into the small sector, the upper 
limits of investment in plant and machinery may be raised much above 
the present ceilings of Rs.35 lakhs for small scale units and Rs.45 lakhs 
for ancillary units. Excise duty should be so structured as should 
encourage the growth of small and tiny units. Feasible action plans 
should be devised to promote ancilliarisation. Sixteen sub contracting 
exchanges which have been located in the SISIs (Small Industries 
Service Institutes) and SIDF (Small Industries Development Fund) 
have to come forward in a big way to promote the small sector. Equi 
support through the National Equity Fund and SFCs (State Finance 
Corporations) must provide liberal equity support to the deserving 
entrepreneurs in tiny and small scale sectors. 
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‘Political Will’ has to face upto the key problems confronted by the 
declining and loss making units. The country cannot afford to wish 
away the sick and mismanaged public sector. Besides the 
Government-run sick units in textile, Jute and cotton, it is estimated 
that a sum of Rs. 6000 crores of the banks alone is locked in 1,60,000 
Sick units in large, medium and small sectors. In addition to offering 
incentives to the new units, structural changes, leadership, finances, 
modernisation and upgradation of technology should be provided to 
the sick and obsolete units so as to bring them on rails. There is a need 
for the creation of a whole time National Ministry for Prevention of 
Industrial Sickness with its corresponding Departments in the states 
and UTs taking care of industrial sickness. Efforts should be made to 
check the sickness at the incipient stages. The Industrial 
Reconstruction Bank of India, SIDF (Small Industries Development 
Fund) and the BIFR (Board for Industrial and Financial 
Reconstruction) will have to come forward in a big way to detect 
sickness in the beginning itself and initiate remedial measures thereof. 

To conclude, without dampening the on-going tempo of the large, 
heavy and multinational sectors, the Eighth Plan should rapidly 
promote the indigenous Agro-based and small sectors. In this way will 
emerge a modern industrial India. 


Notes and References 


1. Vashist Purshotam D. "Pepping up Agro-based Units." Financial 
Express dt. 7.6.1990. 


Chapter 9 


TRADITIONAL CRAFTS 
HANDLOOM ETC. 


Moin Qazi 


(oen has been often branded as an idealist in economics by 
those who have not taken the trouble to understand the basis 


"if all things required by my country could be produced with the labour 
of thirty thousand instead of that of three crores; but those three crores 
must not be rendered idle or unemployed. The central idea is...to 
utilise the idle hours of the nation and thus by natural processes to help 
it get rid of its growing pauperism. The entire foundation of the 
spinning wheel rests on the fact that there are crores of semi-employed 
people in India and I should admit that if there were none such, there 
would be no room for the spinning wheel. I would favour the use of the 
most elaborate machinery if thereby India’s pauperism and resulting 
idleness could be avoided." 

The great economist Dr. Minhas states: "It is probably needless 
to stress that poverty cannot be banished from our midst without basic 
changes in the structure of our society. However, what really needs to 
be stressed is this: for a relevant model of social and economic changes, 
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we do not have to run for alien prescriptions. The home-spun insights 
of Gandhiji can provide all the basic. building blocks for the relevant 
model. My emphasis on the urgent need for a shift from the 
metropolitan, heavy-industry and centralised production model of 
integrated rural development, minimum needs and employment 
oriented, decentralised production is rooted in the Gandhian concept 
of development not only for the masses but also by the masses." 

The purpose of development is admittedly to make people more 
human, by lifting them out of the dehumanising conditions of poverty, 
unemployment, ill-health, ignorance and the like. As the essence of the 
human is threatened by under-development, we may define 
development as humanisation. DENIS GOULET argues that the 
concept of development is best expressed in the phrase ‘The human 
ascent’, the ascent of all men in their quintessence of humanity, 
including the economic, biological, psychological, social, cultural, 
spiritual and transcendental dimensions." 

An important aspect that has to be looked into is whether we 
should opt for big industries which would be concentrated in a few 
hands or have smaller units which would involve the entire population 
of the country and thereby render equitable distribution of wealth. 

The west has begun to realise that man is the master not the 
machine. E.F.SCHUMACHER, describes the presiding idea ‘small is 
beautiful’ and writes on intermediate technology. 

"Is there an alternative? That the developing countries cannot do 
without a modern sector, particularly where they are in direct contact 
with the rich countries, is hardly open to doubt. What needs to be 
questioned is the implicit assumption that the modern sector can be 
expanded to absorb virtually the entire population and that this can be 
done fairly quickly. The ruling philosophy of development over the last 
twenty years has been ‘what is best for the rich must be best for the 
poor’. This belief has been carried to truly astonishing lengths. 

The starting point of all our consideration is that poverty, or rather, 
a degree of poverty which degrades the human person; and our first 
task is to recognise and understand the boundaries and limitations 
which this degree of poverty imposes. Again, our unduly materialistic 
philosophy makes us liable to see only ‘the material opportunities’ and 
to overlook the immaterial factors. Among the causes of poverty, I am 
sure, the material factors are entirely secondary such things asa lack 
of natural wealth, or a lack of capital, or an insufficiency of 
infrastructure. The primary causes of extreme poverty are immaterial, 


94 Planning Indian 8th Plan 


they lie in certain deficiencies in education, organisation and 
discipline. 

Development does not start with good: it starts with people and 
their education, organisation and discipline without these three, all 
resources remain, latent, untapped, potential." 

"It is necessary, therefore, that at least an important part of the 
development effort should bypass the big cities and is directly 
concerned with the creation of an ‘agro-industrial structure’ in the rural 
and small town area." 

The economic swaraj of Gandhiji’s India finds its echo in 
SCHUMACHER: 

"The new thinking that is required for development will be 
different from the old because it will take poverty seriously. It will not 
goon mechanically, saying: "What is good for the rich must also be good 
for the poor." It will care for people - from a severely practical point of 
view. Why care of people? Because people are the primary and 
ultimate source of any wealth whatsoever. If they are left out, if they 
are pushed around by self-styled experts and high-handed planners, 
then nothing can ever yield real fruit." 

The Gandhian idealogy of ‘socialism’ placed great emphasis on the 
rural masses and the lovely simplicity of village life. For him democracy 
was: 

"The art and science of mobilising the entire physical, economic, 
and spiritual resources of all the various sections of the people in the 
service of the common good of all." 

Gram Swaraj was crucial because ‘India lives not in a handful of 
her big cities but in over 7,00,000 villages’. G.D.H. Cole commented on 
Gandhian economic humanism: 

"Gandhi's campaign for the development of the home made cloth 
industry - Khaddar - is no mere fad of a romantic era to revive the past, 
but a practical attempt to relieve the poverty and uplift the standard of 
the Indian villager." 

The Gandhian idea meant that the ‘Panchayat will be the 
legislature, judiciary and executive..." village republics knit into a 
nation, akin, in many respects, to Lenin’s Soviets and involved the 
common people in administrative, legislative and judicial functions. 
The Gandhian conviction is power to the panchayat for India means 
Rural India. Under Swaraj, wrote Gandhi: 

"I am afraid that for years to come India would be engaged in 
passing legislation in order to raise the down-trodden, the fallen, from 
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the mire into which they have been sunk by the capitalists, the 
landlords, by the so-called higher classes, and then, subsequently and 
scientifically by British Rulers. If we are to lift these people from the 
mire, then it would be the bounden duty of the National Government 
of India, in order to set its house in order, continually to give preference 
to these people and even free them from the burdens under which they 
are being crushed." 

To Gandhiji all private wealth was to be held upon public trust; its 
possessors had to use it if for the good of their fellows. In his own 
words," The relation between mill agents and mill hands ought to be 
one of father and children or as between blood brothers. You should 
hold all your riches as a sacred trust to be used solely in the interests 
of those who sweat for you and to whose industry and labour you owe 
all your position and prosperity. I want you to make your labourers 
co-partners of your wealth." What belongs to you is "the right to an 
honourable livelihood, no better than that enjoyed by millions of 
others." The rest of your wealth "belongs to the community and must 
be used for the welfare of the community". It was his characteristic 
perspicacity that he did not call himself a socialist but a believer in 
social justice. 

The only surviving traditional sector which has more than a million 
practitioners and was considered the ‘livery of India" by Nehru is the 
handloom sector. It is, however, in deep crisis, but if sincere efforts are 
made to provide it a viable orientation it could play a very useful role 
in poverty alleviation. 

The Abid Hussain Committee has made a detailed study of 
handloom weavers and its report provides a useful insight into their 
problems. The latest handloom census quoted by the Abid Hussain 
Committee reports that there are about 2 to 25 million weavers 
(excluding North East). In addition another million are engaged in 
supporting tasks. Majority of weavers are poor with about 36 per cent 
earning less than Rs. 300 a month, only about 12 per cent earning over 
Rs. 1,000 per month with the remaining falling in between. According 
to the Abid Hussain Committee average daily earnings of a handloom 
weaver works out to around Rs. 14 - 15, a pitiable amount. 

This is despite total cloth production in handloom sector achieving 
an annual growth rate of 3.83 per cent, with total cloth output (cotton, 
blends and 100 per cent non-cotton cloth) expected to touch 4,500 
million metres, For 8th Plan, an annual growth of 5 per cent is assumed 
with cloth production rising from 4,700 million metres in 1990-91 to 
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5,750 million metres in 1994- 95. 

The problem of handloom weavers appears to be to keep abreast 
of the latest trends and designs. There can be no doubt that if these 
aspects can be developed, the handloom industry in our country can 
still survive. This is borne out by what is being done by handloom 
weavers in Sholapur who are much better organised and produce 
bedsheets, towels, bed-spreads and wall hangings of exquisite quality 
and designs. 

With a little training and slight changes in tools and equipments, 
it should be possible for any average weaver to follow the specifications 
given to him. It should then be further ensured that the specifications 
given are scrupulously followed by the weavers. Any default in this 
respect may be suitably penalised. 

Mrs. Pupul Jayakar the noted authority on handlooms and 
handicrafts has painted a very revealing picture of the handlooms and 
needs to be quoted at length. 

"With the best of intentions on the part of the government, it has 
been unable to protect the handloom weaver or provide him with 
adequate employment. Denied reservation, a failure to rigidly control 
unauthorised powerlooms by State Governments, increase of yarn 
prices, drought, are factors which have virtually affected the 8 million 
people employed in hand-weaving and ancillary processes. The 
journey of development in the area of handlooms has been arduous. 
The obstacles have been at time insurmountable. Today it faces a major 
crisis. If it is to survive, it calls for not only greater government initiative 
and action, but also an understanding by planners, economists and 
consumers. We have to ensure that the textile policy of 1985 is fully 
implemented." 

In the context of India’s growing population it would be necessary 
to preserve the traditional vocations for employment, because 
industrialisation would not be able to generate in the foreseeable future 
the employment potential to absorb the increasing labour force, 

From the current Government postures, it is not clear if the 
Government is keen on making handloom weaving a paying 
proposition or keeping weavers in perennial poverty serving as vote 

banks, The Planning Commission could take a clue from Abid Hussain 
who says, "It is now time, after 40 years of Independence, to Tecognise 
intrinsically low productivity occupations for what they are and to 
devise policies which do not enshrine the continuance of these activities 
forever. Policies ensuring ‘protection’ of these activities merely 
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condemn the involved people to lifelong poverty and deprivation which 
isthen likely to be transmitted to the next generation. A fresh approach 
to handloom weaving should have as its centre-piece a bold new 
programme designed towards productivity and earnings enhancement 
of handloom weavers rather than the loom." 

Perhaps the perspective may not be to the liking of either the 
Planning Commission or the textile ministry. But the fact is the 8th Plan 
should start working on reducing the role of handlooms to produce 
ordinary cloth and concentrate on high valuc-added products picked 
up by the rich. 

An outlay of Rs. 760 crores is envisaged in the 8th Plan in the 
Central Plan budget which could go up under the new dispensation. 
Under non-Plan, funds requirement are put at Rs. 2046-25 crores. But 
all this will depend provided handlooms are allowed to freely produce 
at least the 22nd articles reserved for them though this may not be 
much. The Abid Hussain Report has recommended placing handloom 
reservation in the Ninth Schedule of the Constitution in order to avoid 


j legal challenge. 


A critical aspect of this sector is poor average productivity of about 
6.5 metres (ranging from one metre to 15 metre) per day. The 
Development Commissioner for Handlooms in his report andthe Abid 
Hussain Report are agreed on a shift in gears with the new approach 
"differentiating requirements of different types of weavers on the basis 
of earning capacities and skills. This in itself will be related to fabric 
support for handloom weavers which should be universal and not based 
on membership of corporate or co-operative bodies; the requirements 
of weavers may be classified into three types of support modernisation 
and technological upgradation, infrastructural improvement, and 
welfare measures. Different types of weavers would need a different 
mix of these three elements of support." 

Committees have elaborated on working out the finer details but 
it is to the credit of Abid Hussain that they have taken a bolder 
approach defined by a vision which sucks away weavers from 
handlooms over a period of time. The work of National Dairy 
pee opment Board (NDDB) has been taken as the model for take- 
off. 

Abid Hussain has suggested Area Based Handloom Promotion 
Agencies with stress on area with handloom concentrations of say over 
25,000 handloom weavers along with a "typology of the different kinds 
of weaving activities based on type of product and type of handlooms." 
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The organisation to run these agencies will be jointly owned by 
government and weavers with active participation of voluntary 
organisations, private individuals and the private sector spinning mills. 
Inthe twenty years between 1960 and 1980, employment in India's 
"factory" sector more than doubled, increasing from an estimated 3.6 
million to a little less than 8 million workers. As a rate of growth this is 
not too bad, but it accounts for a very small proportion of the addition 
to the labour force over these years. The seventh Plan informs that in 
the fifteen years between 1985 and 2000 A.D. "around 120 million 
persons will be added to the labour force." This additional number 
cannot be absorbed in the organised sector on any realistic estimate. 
The well known economist Prof. Amlan Datta points out that 
"modern technology is more capital using, it has a higher capital-labour 
ratio. "This is one reason,’ he feels "why modern industry in India, even 
as it expands, cannot create additional employment to the extent 
required for reducing the pressure on agriculture. The stress on heavy 
industry since the time of the Second Plan and the accent on 


modernisation more recently only strengthens the same features of the » 


industrial sector, generally, and the public sector, more particularly. 
We need heavy industry, we need modernisation, but these cannot 
provide a basis for removing unemployment and under-development 
in a foreseable future." 

Handlooms have been a major source of livelihood for the rural 
folks, next only to agriculture. Considering its economic structure, 
India must try to revitalise its traditional crafts to correct the distortions 


that have crept into the social system. 


Part - IV 
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Chapter 10 


RURAL DEVELOPMENT 


Purshotam D.Vashist 


IL is very heartening to learn that on record the World Bank vide 
one of its reports in May, 1990 has pointed out that poverty in 
India has begun to decrease slowly since the late seventies due both to 
faster growth and to the effects of expanded direct poverty 
intervention. This obviously is a discernible strength of the key aspects 
of Indian economic performance. 

Now when the Approach to the Eighth Five Year Plan 1990-95 is 
being evolved by the Planning Commission it should address itself to 
the making up of socio-economic deficiencies so that the scourge of 
the "division in society and "dual economy" is combated. Lacunae like 
want of safe drinking water, illiteracy, unemployment, inequities, 
injustices, poverty and other disparities have to be tackled with 
pragmatism. 

There is need for developing and utilizing human resources and 
also organizing the people for voluntary movements and social actions. 

Better "standards of living" can only be attained through 
mobilization of local resources and "decentralised planning". Both 
“delivery system" and the bureaucracy has to be goaded to serve the 
masses. 

According to one of the estimates it was brought to the notice of 
the Lok Sabha that per capita gross income during 1988-89 was Rs. 
43,28 which showed an increase of 140 percent over 1980-81, as the 
base year. 
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In order te alleviate poverty, in the Eighth Plan, the Approach 
Paper is dwelling upon the "right to work" to be incorporated as the 
basic right which will be achieved through "Employment Guarantee 
Schemes". Likewise, the planners are thinking of the development by 
formulating policies and programmes for increasing their employment 
and training opportunities during the Eighth Plan. It is proposed to 
have proper coordination, review, monitoring and evaluation of all 
such programmes. 

It is estimated that 29.2 percent of India's population lived below 
the "poverty line" in 1987-88 as compared to 48.3 percent in 1977-78. 
This was possible through direct intervention strategies for creating 
employment in rural areas and multi- dimensional framework with due 

consideration to other avenues of employment. 

According to some of the analyses there are many shortcomings 
in the employment schemes. One of them being that the infrastructural 
assets created under the schemes have bennefited the richer peasants 
and traders, Likewise "one shot credit delivery" under these 
programmes which was expected to keep a household self sustaining, 
has not been successful due to repeat loans and inability to retain 
whatever initial assets were acquired through these loans. The fact of 
the loss of assets both movable and immovable have been corroborated 
by "Concurrent Evaluation" studies which were got carried out by the 
DRD (Department of Rural Development. Government of India) in 
Oct., 1985 through RBI, NABARD and PEO. According to the 
Approach to Eighth Plan employment will be the main priority of the 
development strategy. It is also expected that agriculture would play a 
major role in generating "Productive Employment", supported by the 
growth of labour intensive manufactured exports. It is expected that 
expansion of agrobased industries will lead to greater utilization of 
agro produce and income generation. 

In the Approach, the Government is committed to the rapid 
"alleviation of poverty". The "right to work", when incorporated as a 
"basic right" will ensure minimum income to the unemployed poor. 
During 1990-91, a beginning is being made with EGS (Employment 
Gurantee Scheme). 

The Approach Paper also suggests strengthening of the federal 
structure which should inter alia include strengthening of the village 

Panchayats which will come through assured clections, security of their 
tenure and their better financial back up. 

Decentralisation of authority is another area which will be tapped. 
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By the term decentralisation an allusion is being made to decentralised 
planning, monitoring and modification of decisions at the local level. 

Eighth Plan Approach highlights the role of "people’s 
participation". "People’s participation" will come through only by 
regular elections without regard to whether the local representatives 
ofthe ruling party come in power or not. It involves a greater role being 
assigned to PVOs (Private Voluntary Organisations) and NGOs 
(Non-government Organisations) wherein people out of their own 
volition may come forward for helping the needy and also organising 
them for self-help. 


APPROACH TO RURAL DEVELOPMENT 


The Approach hints at greater attention being paid to the "rural 
sector". This should imply both farm, non-farm and informal sectors 
including in its ambit the welfare of rural artisans, small and marginal 
farmers, agricultural and non-agricultural labourers. 

The Approach proposes to lay special focus on the well-being of 
women-folks and their role in the economic development. So far not 
only has the social power structure ruined the causes of women’s 
development, but their own personal taboos and sex too have stood in 
the way of efforts of their well-being. Ji 

Brief question arises, how can the above avowed goals be 
achieved? As compared to the number of unemployed agricultural 
labourers which totalled 13.1 million in 1961, according to present 
estimate, their total number today is 228 million. Providing gainful 
employment to them and many others compounded by ever-increase 
in the population, it is easier said than done to provide the rural poor 
the basic three necessities i.e. food, clothing and shelter. Not only, has 
the population growth contributed to the proliferation of poverty and 
unemployment, there have been other contributory factors too e.g. 
poor implentation of L.Rs. (Land Reforms) as are reducing the small 
farmers into the ranks of agricultural labourers. Like-wise, the 
economic system leading to debt-trap has forced the laggard farmers 
to sell away their land in order to repay their debts. They have once 
again joined the bandwagon of the agricultural labourers. Rapid 
urbanisation has taken away the farmers’ land thus rendering them 
landless. It is a well-known fact that agricultural sector itself cannot 
absorb the entire growing rural work force and calls for stiffer 
challenge to fight poverty and rural unemployment. 
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In the light of the above-mentioned discussions, it becomes 
essential that the growth of non-agricultural sources in rural 
employment are speeded up. The Government's repeated assertions 
inthe Approach to the Eighth Plan that 50 percent of the government's 
resources would be spent on rural areas, as well as the statement that 
support would be provided for small scale industries, agro-processing 
industries and ones based on crafts of rural artisans should bode well 
for their brighter future. It remains to be seen whether such industries 
would become dependent only on government support or form the 
basis of a self-sustaining process of rural industrialisation. 
Channeling of 50 percent of the total outlay to the rural sector 
would call for creating the conditions conducive for its effective 
utilisation. If the present set up and System of governance were to 
continue, there is every danger that money will once again fall in the 
hands of the vested power structure at different levels. This means that 
the local village Panchayat have to be strengthened. 


SELF-EMPLOYMENT PROGRAMMES (IRDP) 


To begin with let us take the case of LR.DP. (Integrated Rural 
Development Programmes) which will be extended during the Eighth 
Plan. This will cover women's programmes under group approach of 
"Thrift and credit" societies, 

Asfar as the IRDP is concerned, certain targets are fixed for each 
Block which hithertofore normally covered between 600 to 700 
families. Under IRDP, during 1990-91, outlays remain unchanged, but 
number of families to be assisted has been scaled down from 29.11 lakhs 
in 1989-90 to 19.94 lakhs in 1990-91. The revised estimates and actuals 
arc normally likely to go up. In any case, according to the present 
allocations a number of 10 lakhs less families will benefit. In the light 
of the reduction in the IRDP targets during the very first year it is 
unlikely that rural developmehnt and agriculture will get any higher 
thrust. 

The ultimate aim of granting a loan under IRDP must be to 
permanently bring the beneficiary above the "poverty line" and not for 
a short while, The loan and subsidy must be sizeable enough to acquire 
such quality and quantity assests and retain them, which will generate 
adequate income not only for meeting consumption expenditure and 
repayment obligations, but also for the expansion of the venture and 
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savings for the future. This above will enable him to acquire more assets 
either as addition or replacement. 

Of late, subsidy element for scheduled castes under IRDP has 
been enhanced. This could be one reason which has reduced the 
number of beneficiaries to be covered during the year 1990-91. There 
is however every reason for enhancing the IRDP allocations by the 
Government of India to lend credence to the Eighth Plan Approach. 

As regards devising and implementing the IRD Plans by the local 
level village representatives, it is true that development plans are best 
formulated and implemented by the people themselves. However 
bureaucracy and even credit institutions in the Indian context will have 
to lend positive support to the local level bodies in the process of rural 
development. Their morale has to be kept high. Further the success of 
the credit linked programmes is interalia a function of the 
infrastructural support available. The employment generation 
programmes should lend adequate support to IRDP. Opinions have 
been expressed that the universal application of credit linked 
programmes to all the people in all the areas without any reference to 
the level of "credit absorption capacity" needs a second look. These 
aspects need full consideration before finalising the final Plan 
Document. 

Reforms vis-a-vis IRDP call for the elimination of assistance to 
the ineligible families, which presently comes to_19%. The banks 
should not make the repayment schedules of the beneficiaries harsher, 
but spread the same to beyond 3 years. Government support should go 
to the most deserving cases and not to the others with clout and 
influence. The cases which fail to generate any incremental income and 
tend to fall sick should be attended to in time and given further financial 
help and leadership support so as to reverse the trend and reaffirm 
their faith. 


TRYSEM 


The scheme of Training of Rural Youth for Self-Employment 
(TRYSEM)isa component of IRDP. TRYSEMis to provide technical 
skills to rural youth in the age group of 18-35 years from families below 
the "poverty line" to enable them to take up self- employment, and to 
an extent wage employment in any of the economic sectors. The 
Approach Paper does not directly spell out any specific strategy for 
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TRYSEM, nevertheless, it is inherent therein that this will continue as 
an economic endeavour. 

One ofthe major weakness of the TRYSEM programme has been 
that the training in any of the trades is not linked with assured future 
self-employment i.e. under IRDP or wage employment in any of the 
public sectors, state corporations or private industry. Lakhs of trained 
youth (men and women) are sitting idle which is only causing them 
frustration. In order to give them self- employment allocation of IRDP 
targets has to be increased to 50 lakhs beneficiaries instead of only 
19.94 lakhs as fixed for the year 1990-91. This will involve enhancement 
of corresponding financial allocations too with the Department of 
Rural Development during the ensuing Eighth Plan period. 

Regarding wage employment, the training agencies i.e. DRDA 
(District Rural Development Agency), NESBUD (National Institute 
of Entrepreneurship and Small Business Development), NISIET 
(National Institute of Small Industry Extension Training Hyderabad), 
DICs (Districts Industries Centres) and SISIs (Small Industries Service 
Institutes), who are giving training to the entrepreneurs in different 
trades/crafts i.e. mechanical, electrical, electronics, hosiery, 
metallurgy, chemicals, leather- footwears, garments, black-smithy, 
tailoring and pottery should liaise with the future employing 
agency/private industry in advance so that the trained youths are 
absorbed and are enabled to earn their livelihood. In fact, a "demand 
survey" of the local private industry and public corporations should be 
carried out, and the training in only those trades/fields should be 
imparted for which the demand exists. In case the TRYSEM trained 
artisans want to establish their own ventures, the on-going IRD 
schemes will have to be redesigned and adequately financed in terms _ 
of loan and subsidy component running into Rs. 50,000/- instead of 
maximum upto be Rs. 10,000 presently given incase of the 
individual/family beneficiary programmes. Where any venture is to be 
taken-up on cooperative or group basis, the loan and subsidy element 
should exceed Rupees two lakh. Today, when India has become a high 
cost economy, inadequate financial dose will only kill a project thus 
leaving the beneficiaries high and dry. 


WOMEN’S DEVELOPMENT (DWCRA) 


In India today, innumerable agencies are operating which 
attempts to provide training to unemployed women-folks in the 
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informal and unorganised sectors. Whatever the proficiency attained 
during the learning of the trade, the same would fail to serve any 
purpose, if subsequently the trained women resources are not given 
wage or self-employment. The term wage employment should not be 
euphemistically restricted to ‘daily wages’ only, but in essence to the 
semi-permanent and permanent jobs too. Women need motivation to 
extricate themselves from traditional social taboos and take benefit 
from the on-going IRDP and other poverty alleviation programmes. 

The programme of DWCRA (Development of Women and 
Children in Rural Areas) seeks to assist the women in the pursuit of 
their subsistence. In order to help the rural women cross the "Poverty 
Line", group strategy has been adopted. Each DWCRA-group should 
normally comprise 15-20 women. After its training, the group would 
get one time grant of Rs.15000/- as a ‘revolving fund’ for the purchase 
of raw materials, marketing and child-care facilities, The ‘revolving 
kitty’ of Rs. 15000/- is too inadequate, keeping the scourge of inflation 
and sky-rocketing prices in mind, the package of ‘revolving fund’ 
should be raised to rupees two lakh or even more with the provision of 
timely leadership and marketing arrangements of the goods produced 
by the DWCRA groups. For a country like India the Seventh Plan 
target of the formation of 30,000 women’s groups benefiting only six 
lakh women has been too inadequate wherein the poor and 
unemployed rural women work-force (in the absence of any specific 
date) may run into few millions. 

Presently, only a handful number of districts have been declared 
as DWCRA-districts. it is recommended that all the districts of the 
country should be brought under DWCRA-fold. To start with all the 
women trained under different schemes of TRYSEM should be 
constituted into DWCRA-groups and given assistance. . 


JRY (JAWAHAR ROZGAR YOJNA) AND RIGHT TO 
i WORK 


In the Eighth Plan Approach Paper, there is a proposal to create 
"right to work" or ensure full emplyment. The directive "right to work" 
which flows from the Marxian ideology is a very happy augury and 
deserves all the kudos! To make it work on the Russian and Marxian 
lines will require both funds and hard decisions by the Governments 
at the National and State levels. 
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Different regions and areas would require different approaches. 
Alongside proliferation of poverty: Indian population is galloping at 
the annual rate of 2.1%. This is further aggravating the problem of 
"right to work". 

In its efforts to fulfil the "right to work" and provide wage 
employment, it has been proposed to provide wage guarantee upto 100 
days in a year to the rural landless labourers payable 50% in cash and 
50% in kind (i.e. foodgrains, wheat/rice). These programmes are the 
work-charge schemes of the Government i.e. undertaking of 
infrastructure building projects. 

Evaluation of the implementation of JRY has however, shown 
that 50% of the Indian Villages did not get the benefits of any work 
under these programmes. In a recent report on Indian poverty and 
employment, the World Bank has pointed out the increase in the 
concentration of the poor-specific regions and occupational groups, 
the states in Eastern and Central regions have lagged far behind the 
rest of the country. In fact, there is a need for developing a micro level 
strategy to identify such areas so that proper attention can be paid for 
their development. This perhaps can be done through the on-going 
JRY and newly coined schemes of "right to work". The deliberation 
under the programme of "right to work" are still in the embryo form 
however it is expected that the same will be in form of wage guarantee ` 
schemes on the lines of JRY. The scheme of "right to work" to a large 
extént will have to be linked with JRY: Article-41 (in part-IV of the 
constitution states that "the state shall within limits of its economic 
capacity and development make effective provision for securing the 
"right to work". 

As stated in the Approach Paper, if, through constitution 
amendment Article-41 is brought within the ambit of Part-III, then 
every citizen will have to be given the "right to work". If this is not done, 
under article-31 of the Constitution, every citizen will have the right to 
move the Supreme Court for the enforcement of his "right to work" 
under Part-III of the constitution. According to Planning Commission 
projections based on the 1981 census, there are 228 million prople in 
the rural labour force. Out of this by any stretch of guess it can be safely 
concluded that during 1990-91, millions of mandays for the millions of 
rural labourers will have to be created. Through employment 
generation scheme of JRY 856.54 million mandays of employment will 
be generated during 1990-91 as against 582 million mandays targeted 
during 1989-90. Even this increase in generation of mandays is nowhere 
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near the mandays required to be created under JRY "right to work" 
programmes. E 

As enshrined in the Approach Paper since the village panchayat 
started the selection of the JRY works according to its priority of needs 
and use the funds provided for the purpose, it has been seen that the 
share of a large number of Panchayats hovered around Rs.20,000/- to 
Rs. one lakh. This amount is too small both for its wage component and 
assets creation. There is a need for a total allocation of more than 
Rs.45000/- crores during 1990-91 for the "right to work" programme, 
in addition to the total allocation of Rs. 2,223 crores including the states 
share unless the "right to work" would simply mean giving 
unemployment allowances and offer social security. In other words, 
handing out doles to keep a promise. Can the country afford it, at the 
cost of the "tax payers", is a big question mark. 

To make the JRY and other EGSs (Employment Guarantee 
Schemes) a success, the tendency of the State Governments to withhold 
and use the JRY-funds as "ways and means" has to be discouraged. The 
regions/areas and the villages hithertofore neglected and backwards 
should be given greater allocations, even by resisting pressures as has 
been emphatically envisaged in the Approach Paper. Employment 
provided under EGSs is of short duration and cannot improve the lot 
of the rural downtroddens of the society. If in a given situation, an 
individual were to get full 100 days of wage employment in a year, it 
remains a very big issue, what does he do for the remaining 265 days? 
Perhaps philosophy behind this being, that automatically, the village 
economic system would keep his hands full and sustain him during the 
remaining 265 days when he isiidle from EGS, The JRY programmes 
are extremely vulnerable and temporary. The menace of contractors 
and middlemen need to be eliminated and payments to the labourers 
both in cash and foodgrains should be promptly made. : 


POVERTY LINE 


"Poverty line" may be defined as the income "Line" below which a 
family will be considered poor. For the Indian rural areas poverty line 
has been fixed at Rs. 6400/-. This involves raising the annual income 
above Rs. 6400/-. The criterion of "Poverty Line" being merely a cut off 
monetary ceiling of Rs. 6400/- is not a very sound one. 

"Poverty Line" norms should be further board-based as should aim 
at raising the standards of living of the people both qualitatively and 
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quantitatively. These criteria should be further refined so as to include 
certain more bare necessities e.g. transport, housing, medicare, better 
nutrition, primary education, sanitation, childcare, adult literacy, 
animal health water and electricity. These should also cater to the 
element of ever escalating inflation. Line of poverty should be assessed 
annually indicating the income required and services needed in order 
to be called "not poor." 


RESTRUCTURING DEPTT. OF RURAL 
DEVELOPMENT 


In case the aim and scope of the "poverty line" is to be revised so 
as to make it more meaningful in the light of the Approach to the Eighth 
Five Year Plan, the very basic structure of the Department of Rural 
Development at the national and state levels will have to substantially 
changed. This will require both strong "political will" and "hard 
decision" as such a step will impinge upon certain other ministries and 
departments, 

In India it has been noticed that this Department of Rural 
Development instead of encompassing all the relevant programmes 
necessary for rural development tends to keep its role restricted to a 
limited number of activities only. The task of rural development is a 
"noble cause", but restricting it to a few selected schemes of building 
up community assets e.g. roads, ponds, schools, buildings, streets and 
drains. or family/individual employment schemes e.g., tiny industries, 
dairying, piggery and Sheep rearing or creating some employment 
guarantee schemes for providing labour wages for a brief prescribed 
period of time is not sufficient. More grass-root level programmes i.c. 
Khadi, adult literacy, primary education, primary health, 
immunisation, family planning, rural informal sector, primary 
cooperatives, farm-inputs, youth-welfare, children and women's 
development programmes and other rural beneficiary oriented 
activities should also form part of this DRD (Deptt. of Rural 
Development). In fact, the DRD should be a mini- rural-government. 
In order to give teeth and make this mini-rural- govt a true subservient 
of the rural masses, there is a genuine need for the addition of some 
more service-oriented mini-wings to it. The relevant branches of the 
other ministeries/departments should be brought under its fold i.e. 
those of Health, Education, Housing, Social Welfare, Industries, 
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Transport and Agriculture and Cooperation. In order to do this the 
parent ministries will have to part with some portion of their empires 
which would be a painful political and administrative process. The 
status of the DRD should be raised to that of a full-fledged ministry 
and not that of its merely being an attached department of the main 
Ministry of Agriculture. ; 


RURAL CREDIT 


For the rural development schemes the loan component is 
provided by the financial institutions which include commercial banks, 
cooperative banks and Regional Rural Banks. According to the DRD, 
Annual Report 1989-90, the total credit mobilized during 1988-89 was 
Rs. 1232 crores. The share of the banking credit has to be further 
enhanced so as to cover more beneficiaries under the "Service Area 
and "Thrift and Credit" approaches. 

Due to a variety of reasons it has been seen that the banking 
institutions and the development agencies operate at cross- purposes. 
The DRDAsare keen that the bankers disburse the loans liberally, but 
owing to a variety of reasons, there is reluctance on the part of the 
bankers to do so. The reasons are many and well-known. The 
Approach to Eighth Plan would do a great proud to the beneficiaries, 
if the difficulties of the bankers e.g. recovery problems and correct 
verification of the beneficiaries are taken care of. 

In many cases the bankers do not make entries of the instalment 
received in the pass-books of the beneficiaries and there is also a 
tendency to force recoveries faster. The solution of these and many 
other problems must become the avowed commitment of the local 
managers and field staff of the credit institutions. 

In view of the Government’s decision to accord top priority to 
agriculture and rural development and 50% of the investible resources. 
being deployed for this purpose including the "Right to Work" and 
declaration that "loans up-to Rs. 10,000 of marginal and landless 
cultivators and artisans as on October 2, 1989 will be written off", it 
appears that this has caused a number of apprehensions and doubts in 
the mind of the rural credit institutions. There is a need for a fresh look 
at the commitment and functioning of the credit institutions. Perhaps 
the rural credit institutions will also require restructuring. Sooner this 
is done the better, so as to obviate the go-slow approach of the bankers 
in financially helping out the poor beneficiaries. 
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Unbankable areas have to be covered through proper and detailed 
planning in order to check lopsided development. Likewise proper 
training, premises, security and housing problems of the rural banking 
staff should be removed so as to make them more committed in filling 
the uneven rural "credit gaps". 


LAND REFORMS 


Soon after independence, land-reforms were introduced in India 
in order to increase agricultural productivity and ensure redistributive 
justice. Right from the First Five Year plan till todate, different land 
reform measures i.e. ceiling on land holdings, distribution of surplus 
lands abolition of intermediary tenures, tenancy reforms including 
security of tenures, consolidation of holdings and compilation and 
updation of land records have not been able to bring about the desired 
social and structural changes. Vested interests of the landed 
aristocracy, lack of political will, administrative apathy, difficult land 
laws and vulnerabilities of the eligible tenants and weak allottees have 
led to the poor implementation of land reforms and all-pervasive 
exploitation of the rural poor continues unabated. 

Approach to Eighth Plan feels that land reforms are an essential 
pre-condition for the success of "decentralised planning" and 
implementation of RD schemes at the district, block and village levels. 
"The inclusion of land reforms in the Ninth Schedule of the 
Constitution is a step in the right direction. As highlighted in the 
Approach Paper, this will make them beyond legal challenge. 

. A large area to be declared surplus is still under litigation which 
has seriously hampered the implementation of the ceiling laws. 
Defective land records made out of administrative apathy and vested 
interest have also not helped the tenants. 

In many cases, the allottees could not retain the land because they 
could not meet the input expenses and had to part with the land allotted 
to them. There is a scheme of financial assistance to the allottees of the 
surplus land run by the land Reforms Division of the DRD. During the 
previous years, even paltry funds allotted under this assistance scheme 
have been lapsing. This goes to show the lack of administrative and 
political will in making the allottees self-reliant. This scheme of 
financial assistance to the allottees of land needs greater allocations 
and better implementation during the Eighth Plan. Besides, the 
financial assistance to surplus land allottees, efforts should also be 
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made to bring them under the fold of self-employment schemes e.g. 
IRDP, TRYSEM, DWCRA and RIS (Rural Informal Sector). In the 
Approach Paper page-13, it is given that "the land so provided to the 
poor must be developed to make it fit for cultivation and the owners 
encouraged to undertake various activities for cultivation on a group 
basis." If by the term "group basis" the hint is towards ‘collective 
farming’, it may not work. Even the collective farming approach in 
Russia has failed and "privatisation" of farming is being reintroduced 
there. Instead of "group basis" cultivation, cooperative village 
management should be encouraged encompassing village industries, 
raw material, marketing, fertilizers, implements and processing 
industries. 


PANCHAYATI RAJ (PR) 


Vis-a-vis, Panchayati Raj, the Approach Paper P/16 inter-alia 
reads, "hence the crucial importance of revitalising Panchayati Raj 
institutions and making elections to them mandatory". According to 
the Annual Report of the DRD 1989-90, "PR institutions continue to 
suffer from inadequate resources, financial and technical. In most of 
the states, they are not entrusted with enough powers and functional 
responsibilities". The proposed constitution Amendment Bill on 
Panchayati Raj, is a significant step in the right direction. Fresh PR 
approach should aim at giving a guarantee for an effective system at 
the grassroot level. If the elections are going to be the sine qua non of 
the PR system, the functioning of the elected representatives should 
be continuously monitored not only from the above, but at the village 
level too. Since it is expected that the elements of regular elections and 
assured full tenure to the Panchayats are being safe-guarded, in order 
to make "decentralisations" really work, their financial viability and 
health has to be put on the rails. "State Finance and Election . 
Commission" may be set up at the earliest so that some tangible results 
could come out during: 1990-91 i.e. the very first year of the Eighth Five 
Year Plan. There is also a need for the establishment of 
Inter-State-Council under Article-263 of the Indian Constitution as 
suggested by Sarkaria Commission. 


MISCELLANEOUS 


Other rural development programmes e.g. rural water and 
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sanitation, Drought Prone Areas and Development Programme, 
Training and Research, Advancement of Rural Technology, 
Agricultural Marketing, Grading and Standardisation and Rural 
Roads will need greater allocations during the Eighth Plan so as to 
become the true subservient of the rural masses. 


CONCLUSION 


To quote the Approach Paper's pass word and re-affirm its faith 
in order to achieve "growth with justice", there is a "need for 
re-orientation". Rural development can only be achieved by further 
strengthening the Department of Rural Development, motivating the 
bankers and bureaucracy and also involving the people and above all 
through a strong "political will". 
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Chapter 11 


RURAL PLANNING 


Moin Qazi 


INTRODUCTION 


"I have believed and repeated times without number that 
India is to be found not in its few cities but in its 7,00,000 villages. 
But we town-dwellers have believed that India is to be found in 
its towns and villages were created to minister our needs. We 
have hardly ever paused to inquire if these poor folk get sufficient 
to eat and clothe themselves with and whether they have a roof 
to shelter themselves from the sun and rain". 

Mahatma Gandhi 
(Harijan 4.4.1936) 


he sight of his fellow villagers, their tattered clothes, the coarse 
sca the thatched huts and hungry crying babies must have 
made Gandhiji realise that the economic system which had 
transformed the Western civilisation could certainly not work in India. 
The galloping mechanisation had moved the societies from antique to 
modern, from mud hovels to giant skyscrapers and from silver mirrors 
to television screens. But what India needed was not confort and luxury 
for her handful of big cities but subsistence for the hungry masses in 
the vast endless multitude of Indian villages. Gandhiji wanted an 
economic formula that could take care of her millions of masses. He 
wrote in 1909: "India’s salvation consists in unlearning what she has 
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learnt during the last fifty years.. European civilisation is, no doubt, 
suited for the Europeans; but it will mean ruin for India if we endeavour 
to copy it". 

Gandhiji’s economic philosophy was no mere romantic fad but it 

reflected the reasoned wisdom which had emerged from the 
observation of more than a century of exploitative economic policies 
of the colonial rulers. There was a time when India basked in an era of 
economic self-sufficiency and a dignified living for its masses. But 
bondage and servitude to the foreign yoke had brought large segments 
of the population in the dark shadows of poverty and destitution. 

Father Monserrate who stayed in India for a few years speaks of 
the great wealth and prosperity of Agra and Fatehpur Sikri. 

"All the necessities and conveniences of human life can be 
obtained here (Agra) if desired. This is even true of the articles that 
have to be imported from distant corners of Europe. There were great 
number of artisans, ironsmiths, weavers and gold smiths. Gems and 
pearls abound in large number. Gold and silver are plentiful as also are 
horses from Persia and Tartary. Indeed the city is flooded with vast 
quantity of every type of commodity. Hence Agra is seldom visited by 
dearth of food and supplies," 

Debating the question of prosperity of an Indian under the 
Mughals and the British, Moreland says, "there seems to be good 
ground for thinking that the average peasant had more to earn than his 
European counterpart and suffered no more oppression from the 
lords". 

For us today, these descriptions appear to be imaginary tales. For, 
indeed poverty has spread its claws so firmly into the social fabric that 
its eradication has become the most challenging task for the country. 

With the coming of independence and the growth of India into a 
democratic republic, it was felt that the economic policies would be 
suitably re-defined so that the majority of the population-the rural folks 
- who had remained out of the purview of the colonialist and imperialist 
economic policies would receive particular attention at the hands of 
their own government. 

The first step towards defining economic priorities for the 
under-privileged sections was an emphatic assertion in India's 
constitution to this effect, Article 38 states: "The state shall strive to 
promote the welfare of the people by securing and protecting as 
effectively as it may, a social order in which justice, social, economic 
and political, shall inform all the institutions of national life." 
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India has launched a record number of planning programmes for 
combating the chronic poverty whose shadow looms over more than 
half of its population. Indian planners have tried to introduce every 
conceivable plan that could help in shaping Gandhiji's vision of"wiping 
every tear from every eye". Yet even after about 40 years of intensive 
planning which has been conceived and engineered by its finest talents 
in agriculture, economics, social science and community development, 
it is far away from realising Gandhiji's fond dream. 

An analysis of the whole exercise of rural planning would reveal 
some positive features, namely: a genuine concern for amelioration of 
poverty, large financial outlays for development programmes, recast of 
banks policies so as to shift their emphasis to rural sector and some 
finely documented idealistic programmes which, if translated into 
actual results, could work wonders. 

But laudable as it may have been the concern of planners, there 
is vast communication gap between the conceivers of the plan and the 
actual recipients of the benefits. True if we are to be guided by our 
statistical records and files, India has made tremendous progress in its 
efforts at poverty alleviation. But if one takes into account the actual 
reality, the picture is almost as grim as it had been for years. A drive 
through the hinterland would leave one numb and speechless. Leave 
apart the tattered clothes, the rough web of dirty hair and the heavily 
wrinkled faces which may not be indicative of the kind of life the poor 
will chart out for their children. It is the horrid meal on which the poor 
subsists. The monstrous gap between ‘planned results’ and ‘actual 
results’ largely shows that the channel between the original planner and 
the final recipient gets severely distorted at the intermediary points. 

What India needs is not any more new plans and programmes or 
unrealistic targets or high powered bodies and committees to review 
and diagnose the aberrations suffered by the programmes. There is an 
abundant reservoir of talents and experts, but what the country severely 
lacks is field workers and development agents who could ensure that 
the results of the programmes are as close as possible to the goals 
earmarked in the theoritical models. 

, Another important requirement is the creation of an authority for 
inter-agency, inter-departmental and inter-programme co- ordination. 
With the proliferation of new agencies and over- lapping programmes 
of these multiple agencies, the work is unnecessarily duplicated which 
many times results in terrible waste of scarce resources. Instead of the 
present district-level committees which are more ornamental in nature, 
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this agency should have statutory powers to co-ordinate the activities 
of all the agencies involved in RDP's. If the RDP's are to deliver the 
goods and to benefit the rural poor, conceptual, institutional and 
organisational changes to suit this purpose is to be made. 

In a recent paper, Mr. M.N.Dandekar an eminent banker with 
expertise in agricultural banking has cited the successful innovative 
story of Grameen Bank Project in Bangladesh. Under this project, the 
Bangladesh Bank and six commercial banks are involved in credit and 
savings scheme, group liability, insurance against risk and productive 
employment to generate income for landless labourers and poor rural 
women. The average income of group members has increased byabout 
70 per cent in about two or three years. 

The basic reasons for the success of this project are: (1) A sound 
concept which combines local groups and trained advisers and 
preserves a large measure of local autonomy and responsibility, (2) 
links, regular savings, regular group meetings and transparent and 
tightly organised mechanisms provided for the award and repayment 
of loans; (3)Effective use of trained workers who go directly to the 
target groups; and (4) The co-operation of Bangladesh government in 
providing indirect subsidies in the form of favourable interest rates to 
the Grameen Bank. 

It is easy to argue that since Bangladesh is a fairly small country 
the planning net work could easily be monitored. However, we could 
devise such action programmes in smaller clusters, say within a district 
to begin with. The decision of the Government to revive the Panchayati 
Raj institutions is a welcome step and could mark a new break-through 
in rural planning. Karnataka has very successfully implemented this 
model. 

Mr. S. Jagannathan, the eminent Gandhian worker who was 
awarded the Jamnalal Bajaj Award and who has devoted his life to 
integrated community development work in the areas acquired under 
Bhoodan Movement calls for the extension of the concept of ‘village 
Republic’. His solution to the problem of rural unemployment was 
making panchayats responsible for growth of small scale industries 
sector. Decentralisation to the lowest level will ensure that more 
people get employment. He recommends giving more powers to the 
lowest tier of democracy and suggested that 1,000 blocks in different 
parts of the country should be selected for experiment in 
decentralisation in the current year. 

In every village encourage a self sufficient low-key way of life, in 
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tune with nature. "On 120 acres of arable land, we produce the greater 
part of our own food, wheat, vegetables, eggs, butter and cheese", and 
every individual is responsible for his basic needs, bread, a roof over 
one's head and clothing, according to Dr. Pierre Parodi, recipient of 
the Jamnalal Bajaj Foundation International Award. 

Dr. Parodi lives in a self-sufficient village in France which has 150 
people who live by Gandhian principles of village development, manual 
labour, non-violence. He leads the "Community of the Ark"founded by 
Lanza Dal Vasto, who was a follower of Gandhi. Vasto said: "It is in 
making things that human beings are themselves made", and Dr. Parodi 
and the villagers stress manual work and acquisition of basic skills for 
survival. "We consciously limit our needs to avoiding falling into the 
traps of consumerism, and doing so, avoid contributing the pillage of 
the Third World countries," he added. 

Mahatma Gandhi himself had formulated a very ideal programme 
for the development of the rural masses in India. It envisaged the 
involvement of the diverse sections of the population in various areas 
of production which constitute the village economy. Thus, all the items 
of requirement of the village society could be available within the 
village itself. The idea was to make to village a self-sufficient nucleus. 
This view took an organised shape when J.C. Kumarappa, a pioneer in 
rural development, presented a resolution at the 1931 session of the 
All India Congress Committee, incorporating the Gandhian concept 
of rural development. This document has provided the blue-print to all 
the poverty-alleviation programmes launched in the country after 
independence. The Integrated Rural Development Programme also 
contains in essence the Gandhian idea of rural development. 

An observation of the process of implementation of IRDP in most 
of the districts would, however, reveal that the programme has only 
Partially achieved the objectives with which it was launched. A major 
reason for the failure is the deviation which the programme has 
suffered from the basic spirit envisioned by the planners. There has 
been no sincere effort to link the programme with the requirements of 
a particular village community, the skills available in the village for 
Various activities, and the economic viability of schemes in regard to 
the potential available in the village. 

The result was that in many cases individuals who lacked even the 
basic skills for a particular vocation/activity were financed under the 
scheme only because they had shown a preference for that particular 
activity. In other cases, too many individuals were considered for the 
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same activity although there was limited Scope for it, 

In gauging development, success, accordingto Gandhian thinking, 
did not lie in figures of GNP, but in the removal of poverty, inequalities 
and the productive use of all manpower. "If I could produce all my 
country's wants by means of 30,000 people instead of30 million Ishould 
not mind it provided that the thirty million are not rendered idle and 
unemployment." Gandhiji's concern was people -- poor people, and his 
policies were people - centered. He advocated technology which would 
not replace labour, but where labour would be used with dignity - not 
subsidies. 

Commenting on the current development scene Lakshmi Jain 
writes, "Seen from Gandhiji’s window development appears to be 
proceeding along a collision course vis-a-vis the poor, it is recklessly 
destroying even such means of subsistence as nature has long afforded 
them... in addition to causing such wide-spread ecological damage, 
development has succeeded in driving a large wedge between different 
segments of Indian society." 

Although many of the anti-poverty schemes, as well as the social 
forestry scheme have a ‘beneficiary orientation’ the ‘beneficiary 
Perspective’, that is, the scheme seen from the point of view of the 
beneficiary, the rural Poor living on the margin of existence is often 
different from the assumptions made by the administrator. It is difficult 
for us to understand the fears, the hesitancy, the pain and the labour 
with which the poor live and which therefore separate the project from 
its implementation, from what is possible and impossible, or what is 
easy or difficult for the rural poor. 

Rural poverty is unperceived or misperceived because of the 
‘distance’ of the administrator and the professional from the rural poor. 
As Robert Chambers has pointed out, the rich, the powerful and the 


of brief visits, the roadsides and tarmac visits, the meeting with the 
more influential people in rural areas, asking the predetermined 
questions. Unless the poor and disadvantaged are deliberately and 
persistently sought, they tend to remain in the back-ground effectively 
screened from outside inquiries, 

Against this backdrop and the heavy financial out-lay envisaged 
for anti-poverty effort in the Eighth Plan, any attempt at streamlining 
procedures and broad basing People's participation in different 
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processes of implementation of self-employment oriented IRDP or the 
wage-employment generating Jawahar Rozgar Yojna (JRY) cannot be 
rejected as misconceived. Although the involvement of Gram Sabhas 
in the process of selection of beneficiaries seems to be desirable in the 
sense that it ensures public scrutiny of the selection made by block 
functionaries, it, nevertheless, creates avenues for political 
intervention in the selection process, which not only leads to 
unnecessary delays and disputes, but also largely results in the faulty 
identification of beneficiaries. But, nevertheless, there is no alternative 
to this system because it would be very difficult for banks to take up 
this task with limited manpower and the amount, time and labour 
involved in the performance of their present role has already put a 
heavy strain on banking operations. 

The IRDP could emerge into an effective poverty alleviation 
programme if certain modifications are brought about in its 
implementation, says the committee on "a review of the agricultural 
credit system in India." chaired by former Planning Commission 
member A.M. Khusro. 

The report, submitted to the government sometime ago, quoted 
statistics from the Concurrent Evaluation period of income from assets 
of beneficiaries during October 1985 to September 1986. It said, "With 
this kind of performance, those beneficiaries who fell in the category 
of ‘destitutes’ (pre-assistance annual income range of Re 0 to Rs. 2,265) 
and ‘very very poor’ annual (income range of Rs. 2,265 to Rs. 3,500) 
could hardly be expected to cross the poverty line of Rs. 6,400." 

"If, therefore, the programme has to have its central object of 
removal of poverty to be substantially fulfilled and credit is to play such 
a dynamic rule in it, major changes must occur in the concept and 
practice of IRDP," the committee said. 

Integrated Rural Development Programme (IRDP) suffered from 

various "deficiencies and inefficiencies" and there was a 20 per cent 
"leakage" in the administration of subsidy funds, a government 
appointed committee has revealed. 
. "The inefficiencies and inadequacies exist at all stages of. 
implementation, starting from the very identification of potential 
beneficiaries, to determining for each beneficiary the specific bankable 
activity appropriate to his skill and capability and the market potential, 
to supervision and follow-up of the borrower to sce that he is getting 
the best out of the productive asset and finally to ensure recovery of 
the loan," it said. 
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According to UNICEF the fundamental aim of development 
should be the "meeting of the essential human needs of all mankind 
and the aboilishing of the worst aspects of absolute poverty - mass 
malnutrition, preventable illness and illiteracy." 

At a seminar on poverty alleviation held in New Delhi on Dec. 21, 
1988, the Planning and Programme Implementation Minister 
Madhavsingh Solanki said that "time has come for an honest appraisal 
of anti-poverty programmes. All the Schemes going under various 
names now had a limited success, wrong people were beneficiaries and 
not enough crossed the poverty line." 

This is not surprising considering the skewed distribution of 
income, coupled with corrupt bureaucracy and politicians. Most of the 
expenditure is being gobbled up by the well-to-do. 

Speaking at the same seminar Prof. Amartya Sen warned against 
discontinuing supply of sudsidised foodgrains through public 
distribution. "Even if there is a little wastage, we should not worry about 
it", he said. He said the immediate and decisive move for elimination 
of poverty in India had to come from much- enhanced public action 
aimed specifically at raising living standards. Delayingthe public action 
measures would be a matter of "criminal negligence". The policy 
change was much overdue, as hundreds of millions of lives were 
involved, he stated. 

A frank analysis of the number of anti-poverty programmes 
launched by us since independence would clearly reveal that despite 
the achievement of various physical and financial targets we are still 
far away from the goal of banishment of poverty. 

The eminent economist Prof. Jagdish Bhagwati has brought out 
some revealing conclusions in this regard. He says that the growth 
recorded all these years was irrelevant and poverty had increased 
regardless. A 1977 International Labour Organisation study, quoted 
by Gilbert Etienne, asserted that "the number of rural poor in Asia has 
increased and in many instances their standard of living has tended to 
fall. Perhaps, surprisingly, this has occurred irrespective of whether 
growth has been rapid or slow or agriculture has expanded swiftly or 
sluggishly." 

The growth had in fact accentuated poverty: it made the rich 
richer and the poor poorer. Ghose and Griffin argued in 1979 that "it 
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is not lack of growth but its very occurrence that led to deterioration 
in the conditions of the rural poor." 

In assessing these claims of increasing misery or even stagnation 
in the living standards of the poor, it is necessary to examine not just 
the evidence and its plausibility, but also whether there was indeed 
satisfactory growth for the pull-up strategy to work where it is alleged 
to have failed. Dr. Bhagwati feels that the evidence is far less alarming 
than what is claimed; that where growth has been rapid it has impacted 
on poverty; that in the Indian case the growth strategy has produced 
inadequate results because the policy framework for producing growth 
has produced inadequate growth in the first place, and hence that the 
Indian experience suggests lessons in favour of superior 
growth-producing policies rather than lessons against using the 
growth-based indirect route to affecting poverty. 

Dr. Bhagwati further stresses that countries such as South Korea 
and Taiwan, which have grown much faster than India in the post- war 
period to date, have had a substantial impact or their living standards. 
To see the force of the argument that India's poor growth performance 
has affected its prospects for raising living standards, it is useful to 
understand the force of compound arithmetic: Had India's GDP grown 
as rapidly from 1960 to 1980 as South Korea's, it would stand at $ 150 
billion today surpassing that of the U.K., equal to that of France and 
more than twice that of China. India's per capita income would have 
been $ 740 instead of $ 260; even with the benefits of growth inequitably 
distributed, it is not unreasonable to believe that most of the poor 
would have been substantially better off. 

One reason for the inefficacy of our rural development 
programme is the concentration of economic activities in already 
crowded centres. A number of studies have revealed that injection of 
economic activities is the best means of activising idle centres located 
away from the cities but possessing growth potential for economic 
development. This is called the "agropolitan approach." 

Kochai Mera, a noted Japanese economist, has demonstrated in 
‘his study relating to all the 46 prefectures (districts) of Japan over two 
decades back that population distribution is governed to a very great 
extent by the concentration of economic activities. It would be seen that 
the most crowded areas are those with a sizeable concentration of 
economic activities. Another aspect of importance is that the 
deployment of resources and creation of infrastructure should 
normally be done in areas with sufficient potential for economic growth 
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and development, or else such vast investment or resources would be 
an outright waste. 

It is on account of this that the noted regional planner Neil Hansen 
pleaded (1974) for "concentrated decentralisation" of economic 
activities through development of resources in idle areas. 

It is certain that we will not be able to prevent the: migration of 
families from villages to cities unless we inject economic activities in 
area with large populations but with very few employment 
opportunities. This can have a two-fold benefit, one, it will help in the 
proper utilisation of local resources, two, it will relieve the cities of the 
pressure from job-seeking rural youth. This is necessary if our planning 

programmes are to make any headway, or else our calculations are 
bound to go haywire. 

Dr. Abid Hussain, former member of the Planning Commission 
feels that Indian planning has reached a watershed and needs to make 
a decisive break from the past, as strategies based on extrapolation of 
past trends and business scenarios were totally inadequate to meet the 
growing challenges facing the country. He stresses that more of the old 
methods would not suffice to meet the revolution of rising expectations 
and aspirations. 

Dr. Hussain notes that in the Eighth Plan we have to seize every 
opportunity with clarity of vision, boldness of intent and set purpose 
to introduce as agenda for social reform and transformation. 

Opportunities had been created but had slipped by. Our age-old 
problems of poverty and destitution, of hunger and malnutrition, of 
disease and squalor, of oppression and brutality, of illiteracy and 
ignorance and of feudalism and inequality persisted. Impressive as it 
appeared, with its industrial muscle and agricultural development, the 
state, he said, had been captured.by forces inimical to the well-being 
and interests of the impoverished majority and was increasingly being 
alienated from its own people. 

Quite simply, Dr. Hussain points out, the design and working of 
state apparatus at all levels permitted neither sustained rapid growth 
nor redistributive social justice in tangible measure. The apparatus was 
incapable of either acting locally or thinking globally, making its 

obsolescence complete. 

He wants a basic needs package consisting of food security, access 
toclean water and sanitation and shelter and education to be identified. 
The financial resources required to provide this package then needed 
to be estimated. If properly planned and effectively executed, the basic 
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package could create durable and much needed community assets (like 
roads and forests) and help in the achievement of other broader 
objectives like family planning. 

He admits that the existing delivery system and administration 
apparatus was wasteful. Our limitation in basic needs programmes, as 
experience was revealing repeatedly, was not money but organisation 
and management. i 

He says that without thorough administrative reform to make 
delivery systems open and accountable and without improvements in 
the data base, channels of feedback and social audit, and without 
involvement of voluntary and non-governmental agencies, no 
programme of basic needs would succeed. 

Terming the failure to raise the literacy level of women as a 
"monumental failure" of planning, Dr. Hussain makes a strong case for 
development projects for the uplift of women. 

Drawing attention towards the newly emerged affluent middle 
class, that had been imposing its demands on the political and 
economic system, Dr. Hussain argues for providing political space for 
it. : 

Otherwise the new class's frustration would manifest itself in 
communal conflicts and unrest, he warns. In this context, he says, the 
decentralisation of power and revival of Panchayati Raj have much 
importance. 

He emphasises the need for closer integration of regional and 
sectoral planning, for neutralizing the forces promoting uneven 
development and regional conflicts. 

Dr. Hussain further suggests that making basic needs the core of 
the eighth plan involved a reformulation of the role of the state and a 
re-examination of the division of responsibilities between the Central 
and State Governments. Basic needs programmes were best left as 

/local responsibilities, they can not be directed from New Delhi or the 
State Capitals, he says. 

Violence, too, he says, was eroding the ability of the state to 
engage in meaningful development functions. When there was a 
progressive loss of traditional power relationships, a substitute 
structure had to be put in place fast if the resulting vacuum was not to 
be exploited to the detriment of the poor and the oppressed. — 

We thus need to provide a political system equipped with the 
capacity to manage conflicts, which are an inescapable part of the 
development process, and design institutional modes of compromise 
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and accommodation at intermediate and local power centres. 


HEALTH AND FAMILY PLANNING 


One area which need serious rethinking is the strategy for 
population control, particularly in view of the manner in which the 
benefits of economic growth have been robbed off by population 
explosion. 

The third world countries which have been most successful in 
slowing population growth are those which have taken steps to improve 
the economic and social opportunities and security of their people. 
This is because, for the poor, children are not luxuries but are essential 
for family survival. . 

Millions of dollars have been spent by international agencies in the 
last25 years to defuse the population bomb. Yet, since 1950, the world's 
population has been in the Third World where growth rates are 
historically unprecedented. : 

Frances Moor Lappe, co-author with Rachel Schuman of a new 
study from the San Francisco-based Institute for Food and 
Development policy, says, it is time to stop lamenting and start learning 
from Third World countries who have cracked the fast-growth 
population puzzle. 

The study, The Missing Piece in the population trends in some 70 
countries containing three-fourths of the world's people. "What stands 
out", says Lappe, "are the handful of exceptions that break the 
fast-growth pattern." i 

The report highlights six countries and one State in India for their 
dramatic success in slowing population growth. They are China, Sri 
Lanka, Colombia, Chile, Burma, Cuba and the Indian State of Kerala. 
According to the report they alone have achieved an average annual 
growth rate of 2 per cent of less and have cut their total fertility rates 
by a third or more since 1960. 

Population growth in these seven societies has slowed at an even 
faster rate than in the current industrialised countries during their 
transition from high to low growth. 

Why do these societies stand out - Is it their aggressive family 
planning programmes? "In general, no, "notes Lappe, "Some have had 
strong organised family planning programmes but others have not." 

The first step in making sense of the population puzzle is to 
understand why so many Third World people are having large families" 
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says Schuman. The report surveys a wealth of research by social 
scientists documenting how hunger, poverty and the low status of 
women encourage high fertility rates. The research notes that where 
poor people control few resources beyond the family, children are not 
luxuries. In fact, children provide desperately needed labour and 
income for family survival. Children as young as five work in the fields, 
cook and help care for even younger children. 

In another sense, offspring can be the only old-age security parents 
can hope for. In Third World countries, a large family is a type of 
retirement fund. Security under these circumstances rests on the 
number of healthy children a family can produce in a lifetime, 
especially sons. 

Even in India, where most efforts to curb the population rate have 
been disappointing, there is something to learn . The study highlights 
the Indian state of Kerala where population success is a sharp contrast 
to the rest of the country. The co-authors found that the changes that 
affected the quality of life contributed to the slowing of population 
growth rate. 

Despite being one of India's poorest States, Kerala has seen a 
dramatic drop in birth rates. The author explains this anomally not by 
Kerala's family planning deportment provided more security, but on 
the other hand better opportunity for Kerala's poor to opt for family 
planning existed. : 

From 1950s onward, political organisation among the poor led to 
land reform that abolished tenancy, providing greater security to many 
who before were insecure renters. 

Agricultural workers build grassroots political organisations that 
have kept agricultural wages relatively low. 

Implementing every nutrition programme in the country is tardy 
and inefficient, according to.Dr.Gopalan, an international nutrition 
expert and former director-general of the Indian Council of Medical ` 
Research, He castigates that a nation which claims a breakthrough in 
space "finds itself unable to summon the necessary political will and 
administrative competence to wipe out diseases which needlessly 
afflict millions of people. In no field of scientific activity is this gap 
perhaps greater and more unfortunate and inexcusable thanin the field 
of human nutrition." f f 

If the people are living at poor nutritional levels, they will certainly 
not be in a position to actively involve themselves in development 
schemes. The remarks of Dr. C.Gopalan director of Nutrition 
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Foundation of India are very pertinent in this regard. 

He says that the basic malady needs to be treated as gestures and 
concessions will not do. He also said that while movements by women's 
organisations were welcome, the important issues related to the causes 
of women should not be allowed to get reduced to the level of numerous 
other movements by special interest groups. The causes of women were 
important not only for women, but also for children and men, and thus 
for the country as a whole. 

He says that the problem faced most acutely by the poor women 
must be seen in the larger context of pervasive poverty, ill health and 
under-nutrition. The poor men are not much better off. If women's 
movements are conducted in a way which pits one half of the poor (the 
women) against the other poor half (the men) the real culprits, the rich, 
would get off the hook, he warned. 

The situation calls for a war against poverty, not a war between the 
sexes, for the poor men also suffer greatly from low body weights and 
under nutrition. Moreover, in the case of the poor, their wages depend 
almost entirely on their physical stamina. 

Dr. Gopalan says that while discrimination against girls must be 
fought, the major thrust must be to improve the out -reach of health 
care and to reduce the overall infant and child mortality rates in the 
country. The concern must not be simply to ensure equal risk for boys 
and girls, but to reduce the risk for both. It will not do girls in U.P. much 
proud if all that we seek for them is equality with the boys at prevailing 
levels of mortality, which is much too high. 

He says that the single most important factor for development of 
the country as a whole is female literacy and education. The poor status 
of women in India is directly linked to low female literacy and 
education. That is the heart of the problem, Rural female literacy for 
India according to the 1981 census stands at the shockingly low figure 
of 18%. The gap between male and female education is now wider than 
it was in the first half of the century. The National Perspective Plan for 

Women shows that by the year 2000 India will account for 55% of the 
world's illiterates, and the major mass of these illiterates will be women. 

Dr. Gopalan says that the dazzling success stories of Japan and 
South Korea are linked to high female education in those countries. 
He suggests innovative schemes for concerted education and 
vocational training of young and adolescent girls. Women do not need 
charity and concessions. Their disabilities are not inherent but emanate 
from constraints imposed on them by an unjust society. 
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Dr. Gopalan pleads for a total change in perception. The village 
must be seen not as the periphery, but the centre, where the actions 
should start. The village must be in the front-line where the problems 
should be tackled. He also says that to achieve effective community 
participation in health schemes, women must be involved in a big way. 
He says that associations must have at least 50% women as members. 
He said that in a new health order there must be a continuous 
generation of cadres of well educated and trained women who will form 
village health brigades. More women need to be inducted as teachers 
in village schools and schools in turn must be given a bigger role to play 
in the field of health. 

Dr. Gopalan warns that the intensive drive for family planning had 
resulted in low priority being given to antenatal care of women. If this 
trend is not arrested, maternal mortality and incidence of low birth 
weight deliveries will go up, he says. In supplementary nutrition 
programmes, pregnant women must be given priority, he says. 

He points out that while India now claims, after 40 years of 
independence, to be the 10th industrial power in the world, and third 
with respect to scientific manpower, the country is only three places 
away from the bottom even among Asian countries with respect to its 
performance in the health field. 


FURTHER SUGGESTIONS 


What is strongly needed now to correct the faulty cycle of planning 
is to change the order of priorities. 
According to P.R. Brahmananda, an eminent economist, it is time 
we shifted to wage goods production, which today receives only 2076 
to 25% of resources, which should get 50% of the Plan expenditure. 
Wage goods yield higher growth rates, speedier poverty eradication, 
larger employment, lower pollution and lower exchange gaps. The | 
Federation of Indian Chamber of Commerce and Industry, the voice 
of big business in India has outlined its strategy for growth for the 8th 
Plan (1990-95) in one of its papers. 3 
It says that to garner Rs. 1 value added in public sector, it is 
necessary to invest Rs.7, while in the joint sector it is Rs. 3.5, and in 
private Rs, 2.3, 
And public sector has grown mainly to feed the private sector by 
developing the infrastructure in power, steel, transport and aviation. 
Thus out of every Rs. 3 spent on public sector, Rs. 1 was spent on energy 
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and power development, according to Abid Hussain, member, 
Planning Commission. 

Energy generation rose from 1,700 MW in 1950 to 55,000 MW, 
about 32 times in 40 years. Plan allocation on energy rose from Rs. 393 
crores in the Ist Plan to Rs. 34.273 crore in the 7th. The number of 
pumpsets energised rose from 21,000 in 1950 to 73.50 lakh today and 
per capita consumption of power rose from 15 units to 200 units. 

'No doubt a grand achievement but when resources are scarce 
there may be better ways of spending the money. 

The expenditure on the 8th Plan now under preparation will be 
Rs. 6,50,000 crore during 1990-1995, almost Rs. 8,125 per Indian in five 
years, or Rs. 1,625 per year on every Indian. If spent wisely to yield 
maximum returns, there is no reason why poverty and unemployment 
should not find their reduction. 

Of the above, Rs. 3,50,000 will be spent on public sector and 
Rs.3,00,000 on private sector. Most of the public sector expenditure 
will go on power, irrigation, steel, petrochemicals and comparatively 
less on housing, small industry, schools and medical aid. 

According to Dr. F.A.Mehta, if the proposed outlay in the public 
sector during the Eighth Plan is to be roughly Rs. 350,000 crores 
(1988-89 prices) and the share of the agriculture and rural sector is to 
be raised in a phased manner, to give an annual average of 50 per cent 
over the Five Year Plan period, then it follows (again very roughly) that 
an allocation of about Rs.175,000 crores will have to be made in the 
rural sector, or an annualised expenditure of Rs.35,000 crores as 
against the estimated figure of Rs. 19,600 crores in 1989-90. This would 
mean an annual additional allocation of roughly Rs.15,500 crores, or 
as much as Rs. 77,000 crores during the Eighth Plan period. 

This would then mean that over a five-year period, from the total 
public sector allocation of Rs.350,000 crores, the non- agricultural 
sectors would be called upon to take a cut of about Rs. 75,000-78,000 
crores. The principal question then remains: how in the short run of 
four to five years will the non- agricultural sectors, particularly the 
public sector industry, be able to absorb the impact of the cut of nearly 
Rs.75,000 crores? 

Indeed while on the subject of the diversion of resources from the 
non-rural to the rural sector, one has to take into account its 
consequential adverse impact on the growth of tax revenues. The 
primary emphasis of the Eighth Plan is stated to be on the rural sector, 
small-scale industries and exports, but all these three areas of the 
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economy, far from generating revenues, will demand financial support 
and subsidies in one form or the other. Hence, the shifts in the Plan 
priorities will surely result in substantial deceleration in the growth rate 
of tax revenues, if they are genuinely effected. 

One then reaches a series of paradoxical conclusions, arising from 
the new strategy of raising income and employment in the rural sector, 
involving, during the Eighth Plan, a diversion of about Rs. 75,000 crores 
in the public sector's outlay to the rural sectors in general and industry 
in particular. Some striking conclusions emerge. 

The public sector enterprises will have to generate substantial 
resources, far greater than what they have been doing now for the 
financing of the public sector Plan outlay. 

New avenues of employment also need to be chalked out for 
increasing the earnings of the people. 

India has 3.5 lakh Fair Price Shops and these distributed 215 lakh 
tonnes of foodgrains in 1987-88, each shop selling an average of 62 
tonnes of foodgrains a year, value coming to about Rs. 1,20,000 for each 
shop. 

There are 5.60 lakh villages and the network of fair price shops is 
doubled mostly in villages. Another 3.5 lakh shops could be opened. 
Even if we employ three to a shop, we can easily employ a million youth 
in these shops. This way, we will create 1 million jobs, to start with, 
which should be expanded to 10 million jobs in five years. 

In India, big industry can never employ all our people, with all the 
development undertaken, the number of unempioyed on the register 
of unemployment being nearly Rs.30 million. 

The organised sector, which consists of large and medium 
industry, banking and government service, can at best absorb 5,00,000 
people a year, according to the estimates of the Planning Commission. 
The commission says, "The backlog of unemployment would become 
unmanageable unless the rate of productive employment generation is 
accelerated substantially to around 10 million new work opportunities 
per year." 

These employment opportunities have to be found in agriculture 
and the infrastructure development. Like afforestation, wasteland 
development, village road construction, minor irrigation and village 
industries. 

It would be wise to remind ourselves of the vision of Jayaprakash 
Narayan about the planning process in India. As an ardent advocate of 
rural industrialisation and agro-industrial communities, he said in the 
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early sixties: 

"To use Vinobají's expressive words, why should the 
people be made to wait for wealth produced at the top to 
slowly percolate down to them..." 

"Here, when a huge population with too little land, living 
on a bullock-cart economy, is suddenly confronted with 
imported automation economy, the problems of growth 
assume an entirely different complexion, requiring an entirely 
different treatment." 

"I do fervently hope, therefore, that on the eve of the Third 
Plan there would be some fresh thinking on this question. 
There seem to be only two possible alternatives: 

(a) either to produce wealth as efficiently as possible in a 
few centres and keep the rest of the country morc or less on 
subsidies; or 

(b) produce wealth in every home, hamlet and township 
that is, either a few have to be employed and the rest kept on 
doles or all are employed and make some kind of living." 

There is a view that the existing skills of the artisans, being 
traditional and often irrelevant to meet the current demand for the 
products and services need to be improved. In the context of the need 
for providing new skills to the rural artisans or at least to reorient their 
skills to the present requirements a few questions arise. 

The articans, by and large, operate with low value professional 
equipment. This points to the use of outmoded equipment and also to 
their traditional skills. The latter point is corroborated by the fact that 
almost all the artisans obtained skills from on- the-job-training having 
worked with friends and relatives. Only a small proportion of them have 
had formal training. This means that among the artisans, skill formation 
continues to take place in the non-formal traditional way. 

Educational programmes can be devised for the rural craftsmen 
so that the traditional skills available in the hinterland are up- graded 
to bring them in tune with the modern needs. It will also ensure the 
continuance of the rural crafts and thereby prevent the influx of the 
youth to the cities. The outdated system of apprenticeship training has 
to be replaced by a more effective and efficient system of formal skills 
training to be made available to all those who desire it. 

New type of craftsmen training institutes can be established in 
every taluka or even inevery block throughout the country. Specialised 
institutes for different industries should be set up in areas where these 


Rural Planning 133 


industries are already existing so that the prevalent skills can be 
upgraded and the industries are brought on a more competitive plane. 

However, the present content of the training programmes would 
have to be given a new orientation so that the delivery system becomes 
more effective. A basic factor which must be recognised is that a 
training centre is not an industrial unit where raw material could be fed 
and finished product obtained. A trainer acts as a facilitator or 
promoter who points out inadequacies in the work-system of the 
recepient trainee and suggests means for removing them. Training 
helps the smooth introduction of a system but sustaining it as a 
productive effort would be the job of the user. 

It would thus be necessary to bring about a transformation in the 
values and through process of the rural population. The youth in 
particular has to be instilled with the spirit of initiative and enterprise. 

The architect of India's freedom, Mahatma Gandhi, himself a 
practical and wise economist, might have gone too far in his opposition 
to industrialism and high technology. But his home- spun insights into 
economies appear to be a more realistic solution to India's ills. He was 
in favour of "any machinery which does not deprive the masses of men 
of the opportunity of labour". He said: "I do visualise electricity, ship 
building, iron works, machine-making and the like -- existing side by 
side with the village crafts. But the order of dependence will be 
reversed. 
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"Educational Institutions are republican line of fortification" 
Horace Mann 


INTRODUCTION 


ndia is the largest democracy in the world: today with an 

Testimated population of 800 million. Demographers estimate 
that half of India’s population is below the age of forty. 

Ancient India gave the world a rich legacy in the sciences and 
mathamatics. Every Indian is inseparable from this great tradition. The 
earliest inscription recording a system of nine digits and a zero will 
place notations for tens and hundreds, came from India. For a long 
time, the Arabs themselves called mathematics, ‘Hindstat’ the Indian 
Art. Without this developed system of mathematics, which India 
evolved centuries ago, none of the great modern inventions and 
discoveries would perhaps have been possible. : 


EDUCATION AND DEVELOPMENT 


It is agreed world over that education is a vital factor of 
development. It is a vehicle of both national development and 
individual progress. Several empirical studies in the nascent field of 
economics of education have proved beyond doubt the significant 
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relationship between education and development. 


Education and Human Resource Development: 

It was Irving Fisher who, in the beginning of the present century, 
laid a firm and secure foundation for the new concept of capital 
formation, which included the physical as well as the human factors of 
growth. It has now come to be widely recognised that a concept of 
capital which is based entirely on production equipment, techniques 
and inventories does not adequately reflect the totality of human 
satisfactions. 

Unless we adopt too narrow a definition of capital or are willing 
to enliven the controversy between productive and unproductive 
labour, the term capital should include better health and education, 
the capacity to enjoy leisure and the fruits of economic progress. 
Economists are now arguing in favour of a broadef concept of the 
national dividend itself to encompass not only the material objects of 
economic welfare but psychic income as well, for an affluent society at 
a high point of growth may prefer leisure to a slightly higher rate of 
growth. Similarly, education is not only productive of economic welfare 
but also has a psychic and moral value and is necessary for cultural 
satisfaction. 

In unison with this concept, our late Prime Minister, Indira 
Gandhi when addressing the National Commission on Teachers said, 
"our aim is development. The term ‘development’ has so far been 
identified with economic development. Because of our poverty and 
backwardness, economic development by itself does not take a country 
forward. In emphasising this, I would like to add that economic 
development cannot take place without education". 

India to-day is on the threshold of momentous changes in 
education. We are for functional education as opposed to the old 
systems which were highly dysfunctional to say the least. In a 
publication entitled "A Major Change in School Education", the Indian 
Ministry of Education reported: 

"The system of education we inherited while attaining 
independence had hardly any relevance to the needs ofthe life situation 
then prevailing in our country. With the passage of time, the Education 
system continued to drift away from realities of life. At the same time, 
there was a growing all-round realisation of the deficiencies of the 
system. No society, particularly one like ours which is passing through 
an extremely crucial but equally important phase of economic 
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development, can allow such a system to continue." 

There is re-generation of enthusiasm in the educational sphere. 
The Ministry of Education has been renamed as the Ministry of Human 
Resource Development, taking into consideration the profound 
impact of education in fostering the Human Resource Development 
towards national progress. 


NEW POLICY ON EDUCATION 


Under a new direction and new leadership, it was planned in 1986 
to evolve a new policy perspective for education, replacing the policies 
prepared in 1968. The plus points and pit falls of the education system 
were discussed and the policy guidelines required for moving towards 
the 21st century were chalked out after discussing it at various forums 
of educationists, scholars, educational planners and administrators. 


General Education - Phenomenal Growth: 

There has been remarkable growth in the number of educational 
institutions in India. It increased from 2.3 lakhs in 1950-51 to 6.9 lakhs 
in 1987. A large number of these institutions (73%) are primary 
schools. The number of middle schools increased from 13.4 thousands 
to 1233 thousands in the same period. 

The number of Secondary/Higher Secondary schools increased 
from 7300 to 52279. The number of Universities in 1950-51 was only21 
and it has now increased to 150. It has become nearly seven fold. The 
overall progress of enrolment in India between the period 1950-51 and 


1984-85 is given in Table 1 below. 


Table - 1 
Enrolment at different levels of Education in India 1950-51 and 
84-85 
In *000 
Level of Education 1950-51 1984-85 
Primary: 
Boys 13,769 (59.8%) 50,739 (110.7%) 
Girls 5,384 (24.6%) 33,193 (16.1%) 
Middle 
Boys 2,585 (20.7%) `> 17,084 (64.0%) 


Girls 534 (4.5%) ` 9,069 (36.3%) 
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High/Higher Secondary 
Boys 1,057 9,474 
Girls 162 4,346 
Higher Education (General) PUC/Intermediate 
Boys 194 1,661 
Girls 26 753 
Under-Graduate 
Boys 75 2,023 
Girls 16 853 
Post-Graduate 
Boys 14 236 


Girls 2 112 


This table clearly indicates the achievements in enrolment at 
different levels. In Primary Education, the enrolment ratio increased 
from 59.8% to 110.7% (including those who were over- aged but 
studying in 1 to 5 standards). The progress of enrolment of girls was 
tremendous. It increased from 24.6% to 76.7%. During the period 
enrolment ratio itself nearly trebled. In absolute numbers, the 
enrolment in 1984-85 was six times the enrolment in 1950-51. 


The progress of enrolment was much faster in respect of middle 
level which increased from 20.7% to 64% in respect of boys and 4.576 
to 36.370 in respect of girls. 


The Secondary Education, the enrolment of girls increased 
enormously - nearly 27 times which indicates the growing interest and 
inclination of the parents in educating their daughters. Such progress 
could also be visualised in respect of enrolment in under-graduate and 
post-graduate courses. 


When we go up on the ladder of educational level, we find the 
progress in enrolment at higher level was much faster than at lower 
level in the period of study. The main reason for this is that the progress 
of enrolment at the higher level was very low in the base year 1950-51. 
The achievement of girls’ enrolment in Post-graduate education is 
phenomenal. It increased from two thousands in 1950-51 to 112 
thousands in 1984-85. With this bird’s eye-view of educational progress 
in India, we shall now analyse indepth, the level-wise trends, new 
programmes and projects. d 
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Education Expenditure: , 
The expenditure on Education from all sources - Government, 
fees, endowment from 1951 is furnished in the following table: 


TABLE -2 
SECTORAL EXPENDITURE ON EDUCATION - INDIA (1951-84) 
Rupees in million current prices 


OBJECTIVES YEAR 
1950-51 1960-61 1983-84 

Primary 443 1170 23714 
(38.7) (45.3) 

Secondary 291 835 15808 
(25.4) (30.2) 

Higher Education 177 569 7822 
(15 (15.0) 

Total 911 2574 47444 
(19.6) (90.5) 

Others in-direct 233 870 4849 
(20.4) 9.5 

Grand Total 1144 3444 52293 
(100) (100) 

Percentage to G.N.P.1.1 2.5 3.0 

(around) 


Source: Computed from the Publications of Ministry of 
Education and Social Welfare, New Delhi. 

The expenditure on Primary Education has increased from Rs. 
443 millions in 1950-51 to Rs.23714 millions in 1983-84 and the 
expenditure on Secondary Education has increased from Rs.291 
millions in 1950-51 to Rs. 15808 millions in 1983-84. 

In the case of University Education though the percentage oftotal 
remains at 15%, the absolute expenditure has increased from Rs. 177 
millions to Rs. 7822 millions. 


PROGRESS OF ELEMENTARY EDUCATION 


Universalisation: 


Of all the stages of education, school stage becomes vital as it is 
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the most formative period. The UNO charter of Human Rights has 
emphasised the need for universalising the elementary education. In 
accordance with Article 45 of Indian Constitution, efforts have been 
taken to achieve this important goal. 


Action Programmes: 

With a view to achieve the lofty goal of universalisation of 
elementary education, Action programmes have been launched in the 
following three fronts: 

(a) Improving accessibility of schools by providing more schools 
in remote rural areas. 

(b) Increasing the enrolment ratio to 10095 by propaganda and 
providing incentives like mid-day meal, supply of free uniforms and 
text books and attendance scholarships for girls. 

(c) Efforts to retain the children enrolled, by making education 
relevant and interesting. 


Nutritious Noon Meal Scheme: 

Malnutrition affects mental abilities. Thus, dire poverty indirectly 
affects children's brain. Ultimately, the entire career of the students 
will be stifled. So, in Tamilnadu, the new Scheme of Nutritious Noon 
Meal covers all children below the poverty line. Under this scheme, 
tooth powder is also supplied to inculcate health habit. 


Incentives: 

At all India level, mid-day meal is provided in 27% of primary 
schools and 18% of middle schools. 

Free uniforms are supplied in 12% of primary schools and 9% of 
middle sschools. 

Free Text books are supplied in 30% of primary schools and 35% 
of middle schools. 

Attendance scholarships for girls are given in 13% of primary 
schools and 1646 of middle schools. 

Because of these positive efforts, the retention rates are 
improving over the years. 


OPERATION BLACK BOARD 


This project has been launched to provide basic amenities in 
elementary school so that the quality of education could be better. It 
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is a massive scheme covering thousands of elementary schools spread 
all over the country and it is a major measure to improve the 
educational climate in elementary schools. 


Mass Media: 

Steps have also been taken to utilise the Mass Media. The project 
named SITE - Satellite Instructional Television Experiment - has been 
launched to utilise the Educational technology facilities in addition to 
experimenting innovative alternatives to improve enrolment, retention 
and quality of Elementary education. 


LINKING FORMAL AND NON-FORMAL 
PROGRAMMES 


The Need 
Non-formal educational centres have been started in the most 


backward states so that dropouts at the elementary stage could have 
relevant education. It is essential to link formal and non- formal 
channels so as to get integrated benefit and improved cost 


effectiveness. 


Linkages 
Linking formal and non-formal channels of education can be 
attempted at all levels as envisaged in the chart: 
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Experimental projects such as Developmental Activities in 
Community Education and Participation (DACEP) have been 
launched in this regard. This caters to the out-of-school groups of 
various ages in the community 3-6, 6-14 and 15-25. It is also linked with 
PECR Project. 


SECONDARY EDUCATION 


Major Thrusts 

The major thrusts of the New Education Policy at Secondary level 
are in the following three areas: . 

1. Programmes to ensure access to secondary education. 

2. Programmes to consolidate the existing system and to provide 
better vocational course. 

3. Setting up of model schools known as Navodaya Vidyalayas. 


Consolidating the New Pattern 

In order to delink the inter-mediate education from colleges, the 
Kothari Commission (1964-66) suggested the new education structure 
of 10+2+3. Accordingly, steps were taken to bring the 
Inter-mediate/Pre-University courses in the colleges to the secondary 
level by introducing Higher Secondary Course. 


Major Thrust - Vocational courses 

Another factor for bringing down the intermediate education to 
secondary level is to introduce vocational stream and to enable a 
section of the secondary school leavers to become middle level work 
force rather than becoming unemployable. The present intake of 
students in vocational courses in India is 72000 (2.5 per cent of students 
in Higher Secondary Course).Steps have been taken to introduce 
Apprentice Training Programme for them. 

This will also help to reduce unnecessary swarming up of students 
at the undergraduate colleges. Then the institutions of higher 
education could really concentrate on specialised education in the 
respective disciplines. 


Model Schools (Navodaya Schools) ; 
The most important innovation at secondary level as envisaged by 
the New Policy of Education is setting up of model schools for high 
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achievers. The ultimate progress of Research and Development 
depends upon the cream of students who are high achievers and could 
pursue education/research at higher levels resulting in real 
development. Due to socio-economic constraints the high achievers in 
the low and middle income groups and disadvantaged sections could 
not have special facility to sharpen their intellect. The model schools 
provide opportunity for such students. Huge sums have been allocated 
for developing such model schools in shaping the wholesome 
personality of such students. 


UNIVERSITY EDUCATION 


Fast Growth: 

There has been great strides in the growth of University education 
in India from the First Plan Period 1950-51 to VI Plan Period 1984-85. 
The number of Universities increased from 21 to 150 and the number 
of Colleges from 420 to 5,000. The enrolment figure increased from 2 
lakhs to 40 lakhs. The expenditure on higher education increased from 


140 million to 4860 millions. 
In terms of enrolment, India ranks 3rd in the world next to USSR 


and USA. 
The enrolment in Higher Education has also been increasing as 


indicated in the following table: 


Table -3 
Enrolment in Higher Education & Research - India 
(1000) 

Year Under Post Research Total 
Graduate Graduate Enrolment 

1950-51 145 20 14 174 
1960-61 472 59 Sali 557 
1970-71 1,746 161 13.3 1,954 
1980-81 2400 273 32.2 2,752 
38.9 3,539 


1984-85 3,111 336 j 


Source: Basic Education Data, NIPEA 1988 

At every stage, the percentage of the students pursuing Post 
Graduate and Research studies is far less than the percentage of 
students in Under-Graduate Courses. In order to make Higher 
Education more effective, new courses which are more vocational 
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oriented are proposed to be implemented. 


Ratchet Effect and Remedial Action: 

The International Encyclopedia of Education discusses the 
Ratchet effect of education as follows: 

"In societies characterised by the presence of a large subsistence 
sector, the rate of growth in full time wage employment opportunities 
in the small modern sector was never commensurate with the increase 
in supply of educated manpower. This led to a rapid escalation in the 
minimal levels of education required for job access which in turn 
generated further demand for higher levels of schooling. This Ratchet 
Effect has been referred to as "Credentialism" or the "Diploma 
Disease". 

The Unit cost of higher education are very, high but its rate of 
return is low especially, the social rates. Under such circumstances, it 
will be better if we rationalise the higher education system. Merely 
increasing the output of graduates in different disciplines who could 
not fit in any specific job, absorbs the scarce resources of the State 
exchequer. Apart from corrosion of the scarce resources, due to 
unemployment problem and the related psychological frustration, 
students unrest starts, other social problems crop up, which in turn take 
away much resources for corrective or remedial programmes of action. 

So, it is high time that the entire education system is streamlined 
in the light of the New Education Policy and useful innovative courses 
are started. 


Delinking Degrees: 

The Action Programmes suggest delinking degrees from jobs and 
manpower planning for avoiding such wastage of resources in degree 
courses which are not tailored to specific functions in society. 

Itis suggested that immediate steps should be taken to reduce the 
intake of enrolment of students in Higher Education in Courses which 
are not relevant to any specific job/self- employment and may aggravate 
the educated unemployed problem. The existing facilities should be 
utilised for well designed courses which are relevant to the societal 
needs. This is the crux of the major issues in the higher education. It 
needs careful planning and implementation taking into account the 
existing Tcacher's protection. 

The Programme of Action envisages National Testing Service in 
the process of delinking degrees. It has also suggested speciaily 
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designed tests at the national level for the purpose of entry to 
educational institutions, one at +2 level for the professional courses 
and another one for degree level. 


Central University - Pondicherry: 

Iam not simply theovising or sermonising - In my own University, 
with all usual hurdles and bottlenecks, we are launching innovative new 
courses. I have strictly told my faculty there is no point in repeating the 
courses which are already available. We all agree with Pandit 
Jawaharlal Nehru’s view when he says "A University stands for 
humanism, for tolerance, for reason, for the search of truth. It stands 
for the onward march of the human race towards higher objectives. If 
the Universities discharge their duties adequately, then it is well with 
the nation and the people". 


Open Universities: 

The Unit cost of Teritiary Education is too high and investing 
funds from the state exchequer will not yield higher rates of return. 
Therefore, it would be relevant to reduce the intake of large number 
of students in Under-Graduate courses which could enable us to 
concentrate on Post Graduate courses and research. But the 
aspirations for Degree is still hanging over and this could be satisfied 
through the Open Universities. 

In accordance with the New Education Policy, the Indira Gandhi 
Open University has been started at the National Headquarters and 
many of the Universities have provision for Open University Courses. 


Other Innovations: 

The New Policy on Education also envisages National and State 
Councils of Higher Education for evaluation and monitoring the 
Higher Education system. There is a move to re-structure the courses 
to cope with the explosion of knowledge. Academic Staff Colleges have 
been started to up-date the skill and knowledge of teachers in Colleges 


and Universities. 


Autonomy to Colleges and Departments: 

In order to make higher education more relevant to the R & D 
Programmes, and to improve quality of University education, several 
Committees have suggested giving autonomy to Colleges and 
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Departments of Universities. 

In 1971, the UGC Committee on governance of Universities and 
Colleges suggested provision, for autonomy of colleges, in the 
University Act itself. It is envisaged that about 500 colleges should be 
developed as autonomous colleges in the VII Plan and it is proposed 
to replace the existing affiliating term permanentlyin the long run. This 
will enable to introduce creativity and relevance in the University 
education and curb the students unrest. It will also help to mould the 
character of students. 


ADULT EDUCATION 


The Paradox: 


It is paradoxical that while the literacy rates are improving over 
decades from 16.67 in 1951 to 36.23 in 1981, the absolute number of 
illiterates is increasing due to population explosion. The population of 
India was about 100 million in 300 BC and it was 361.1 million in 1951. 
It is estimated to be 1000 million in 2000 AD. So, there is definite need 
for adult education which could attack the illiteracy problem from 
other end while the formal schooling start from the early childhood. 


Importance 

After independence, the role of adult education as an instrument 
of social change and development was recognised and the programmes 
were given special attention in five year plans. A purposeful and 
effective Adult Education Programme for the economically productive 
age-group of 15-35 would pay rich dividends in terms of productivity, 
health care, family planning and general betterment of the community 
leading to improvement in the quality of life. It was recognised that a 
socially-conscious, vigilant and literate community has a vital role in 
national development. In the words of Mrs. Indira Gandhi "Literacy is 
a tool of development and eradication of illiteracy is important both 
for the conquest of poverty and for healthy functioning of the 
Government system. Efforts should be made to cover the entire 
illiterate population of the age group 15-35 years under the Adult 
Education Programme by 1990. 

The following table gives the progress of Adult Education in India 
in recent days. 
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Table - 4 


Coverage in the Adult Education Programme 
(Figures of enrolment in Millions) 


Year No.of  TotalNo. Male Female Scheduled Scheduled 
Centres of learners Castes Tribes 

1980-81 92105 2.59 159 1.00 0.62 0.45 
(6143) (8857) (24.1) (173) 

1981-82 109238 3.10 1.83 1.27 0.84 0.57 
(5917)( 4083) (2715) (1847) 

1982-83 150849 4.36 2.58 1.78 1.17 0.79 
(59.14) (40.86) (26.75) (18.13) 

1983.84 176107 5.15 2.79 2.36 1.36 0.85 
(5419) (45.81) (26.62) (16.48) 

1984-85 186510 5.53 2.64 2.89 1.54 0.88 
(47. 5223) (27.84) (15.91) 


(Percentage of enrolment to the total number of learners is in parenthesis.) 


It is observed that the enrolment increased from 2.59 million in 
1980-81 to 5.53 million in 1984-85. The percentage of female in the total 
enrolment has increased from 38.57 in 1980-81 to 52.23 in 1984-85. 
There is improvement in the enrolment of SCs also. 


Involvement of Universities: 

In order to make Adult Education Programme a mass movement 
University students have been involved in a big way. In addition to 
running Adult Education Centres, students have to be involved in 
organisation of educational and cultural programmes, film shows, 
library services etc. for the participants of the adult education centres. 
Institutions of higher education also have a special role to play in the 
organisation of research and evaluation and in the production of 
suitable teaching learning materials. 

In addition to running adult Education Centres, Universities also 
have established State Resource Centres for Adult Literacy and 
adopted villages for the total development. 


Literacy Mission - Colossal Task: 

In May 5, 1985, the National Literacy Mission (NLM) has been 
launched as a major offensive against literacy. They propose to impart 
functional literacy to 30 million people by 1990, and another 50 million 
by 1995. The NLM is concentrating on the direct group, whereas the 
Adult Education programme covers the entire Adult population. 

Under the NLM, Jana Shikshan Kendras will be commissioned to 
cater to a cluster of four or five villages or a population of 5000. These 
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units will help to sustain the interests of people in learning by organising 
post-literacy evening classes, setting up a Library, Reading Room, 
holding training programmes on health, family welfare, providing 
recreation activities and by installing T.V and radio sets. 


EDUCATION OF THE DISADVANTAGED GROUPS 
(Compensatory Education) 


The AllIndia literacy rates of Scheduled Castes/Scheduled Tribes 
are 21.38 and 16.35 per cent respectively as against 41.20 of non-SC/ST 
population according to 1981 census. The literacy rates of women for 
the above categories are 10.93, 8.04 and 29.43 percent respectively. The 
proportion of enrolment of SC/ST children continues to be much less 
than their population proportion and the drop-out rate continues to be 
very high at all levels of education: the problem is more severe in case 
of girls of these communities. The situation calls for systematic efforts 
directed towards the educational development of SC/ST. 

Special efforts have been taken for the equalisation of education 
of Scheduled Castes and Scheduled Tribes. Educational opportunities 
will become effective when all disadvantaged groups prosper at equal 
pace. 

The reduced enrolment rates (SC & STs) affect all our general 
targets like universalisation of Elementary Education. The following 
table shows the growth of enrolment of SC’s in educational institutions. 


Table - 5 
Percentage of Scheduled Castes Enrolment to Total Enrolment 
All India (1964-65 to 1978-79) 


HIGHER EDUCATION 

Year All Education General Professional 
1964-65 10.8 5.5 43 
65-66 10.9 NA NA 
66-67 11.0 5.6 44 
67-68 10.8 5.5 4.9 
68-69 10.3 5.7 5.1 
69-70 10.6 58 5.1 
70-71 10.6 6.1 5.5 
71-72 10.7 6.6 5.8 


72-73 10.8 7.1 5.5 
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1973-74 N.A N.A N.A 
74-15 11.0 78 57 
75-16 114 79 6.0 
76-T1 118 73 6.5 
77-18 12.6 71 6.8 
78-19 134 104 78 


Note: (N.A. Not Available. 
Source: i) Occasional Paper (7) NIEPA, New Delhi 
ii) Education of SC & ST, Ministry.) 


3 The Table reveals positive growth but the rate of increase is not 
high. In order to improve further the enrolment level special incentive 
schemes and strategies have been chalked out in the New Education 


Policy. 
EDUCATION FOR WOMEN 


One of the thrust areas of the New Education policy is full 
opportunities for Women's Education. From the recent analysis at 
different levels of education made in the foregoing pages, it is found 
that women's education is improving in quantum. The number of girls 
enrolled at different levels of education is fast increasing in the recent 
days but still it has not reached the level of equality with boys/men. 

Apart from the equality of number of students, the pattern of 
courses pursued by the women also varies. The following table 


indicates the change in the course pattern. 


Table - 6 
Percentage of enrolment according to Faculty 
INDIA 

1950-31 ——— — 1982-83. — 

Total Women Total Women 
Arts 38.9 60.12 39.7 56.54 
Science 20.8 14.51 19.7 20.59 
Commerce 10.3 .58 218 11.49 
Education 28 7.17 23 4.57 
Engineering/ 
Technology 6.9 .10 45 67 
Medicine 8.7 13.34 3.7 3.60 
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Agriculture 1.8 -04 L3 217 
Veterinary Science0.6 .03 0.3 .03 
Law 7.8 1.55 6.0 1.57 
Others 1.4 2.54 0.7 97 
Total 1 100. 1 1 


Total No.of 
Students 1,73,696 18,675 31,36,986 8,92,657 
——————————M—— a o a 892,057 


The total enrolment of women in various faculties in 1950-51 has 
increased from 18,675 to 892,657 which is quite encouraging. But still 
itis not equal to the enrolment of men. The pattern of choice for women 
shows increasing interest in arts than in science. 

Two major changes in the women’s attitude could be seen from 
the percentages of girls in Commerce and Medicine. In Commerce, the 
percentage has gone up from .58 in 1950-51 to 11.49 in 1982-83. In 
Medicine, it has gone down from 13.34 in 1950-51 to 3.60 in 1982-83. 
In Engineering and Technology the percentage for women is not even 
1. 


In order to achieve the lofty goal of equality, the following steps 
are suggested in the programme of action on National Education 
Policy. 

(a) Phased Programme to improve enrolment in all stages of 
education. i 

(b)Time bound programme of adult education for women. 

(c)Providing facilities for Women, access to vocational, technical 
and professional education. 

(d)Creation of appropriate cells or units to monitor the progress. 


RURAL - URBAN IMBALANCE 


Schemes for Rural Education: 

The percentage of rural population in India is 77. Unless the rural 
population is specially educated, expected outcomes cannot be 
achieved in our plans for National development. 


Rural Education: 

Rural development can be considered as a resultant of many 
interacting forces, education being a major force among them. Here, 
education should not be seen in the limited context of conventional 
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schooling, which, in the absence of other essential complimentary 
forces, may not precipitate the dynamic process of rural development. 
Any instructional programme, formal or non- formal, aiming at 
accelerating rural development, could be termed as rural education. 
This will include instructional programmes having such immediate task 
objectives like imparting necessary know-how and skills for 
professional improvement. This will also include programmes with 
long term development objectives like developing a healthy attitude 
towards emancipation from existing social structure. 


Planning at Micro Level: 

Rural education should always aim at an integrated rural 
development at microlevel, i.e., the development of all the sectors 
which pertain to a localised area, taking into consideration the needs 
and aspirations of the people and also making maximum utilisation of 
the locally available resources. That, an omnibus policy at national level 
giving gross priority to selected sectors would not deliver the goods, 
has been proved beyond doubt through the past experience, as far as 
rural development in India is concerned. 


Analysis of Objectives: 

Rural education being aimed at an integrated rural development 
at micro level should aid the realisation of the following general 
objectives with respect to a village or cluster of villages: 

-A sound and stable economy 

-Optimum physical facilities 

-Social cohesiveness 

-Political awareness 


Areas: A ! 
Rural education covers the following major areas: 


1. Creating awareness of technology 

2. Orientation in Co-operative Movement. 
3. Health Education 

4. Family Welfare Programmes 

5. Citizenship Training 


HUMAN RESOURCE DEVELOPMENT 


With the analysis of Educational developments from the First Five 


154 Planning Indian 8th Plan 


Year Plan period discussed so far at different levels we are now 
endeavouring to plan for a better system of Education which could 
cater to the needs of the country which is now facing several 
constraints. 


Elementary Education 

As discussed in Table 1 supra, the growth at Elementary 
Education level is phenomenal. But still we are not able to achieve the 
goal of Universal Elementary Education upto the age of 14 as 
enshrined in our Constitution. The majority of the work-force in 
various industrial organisations are from this level. Therefore the 
Elementary Education system should be planned in such a way that 
they could become more efficient when they go to the field of work. 

The curricula should have inputs like work experience, socially 
useful productive work. They should also be exposed to rudiments of 
various job opportunities available and also the job requirements. 
Guidance programmes at moderate level can also be introduced for 
the benefit of Elementary School leavers. 

Since the Elementary Education forms the basis for all levels of 
education, special efforts should be taken to improve the quality of 
education at this level. The modern approaches using media materials 
should also be planned. It is essential that the Elementary School 
leavers should attain master of learning at least in minimum skills in 
languages, Mathematics and other subjects which could stand in good 
Stead in pursuing higher education and for seeking better jobs or 
engaging in self- employment. 


Secondary Education 

Majority of the service staff of the work-force are secondary 
school leavers. Vocational components could be introduced at this 
level. Apart from undergoing general educational courses they should 
also be exposed to requirements of various jobs, so that they could 
develop an aptitude for certain jobs or self employment instead of 
always looking for white collar jobs. 


Higher Secondary Education 

It is the crucial link with higher education and it is the suitable 
period for introducing intensive vocational courses. Efforts should be 
made to streamline the existing system of the vocational courses by 
adopting suitable modifications on the basis of modern demands. Well 
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organised guidance programme is sine qua non at this stage. 


Higher and University Education 

When we analyse the unit cost of the entire education system, we 
find that the unit cost is the highest for the higher education and hence 
the rate of return is the lowest. There is urgent need to revamp the 
existing system of Higher Education. Students and parents may have 
aspirations to take a degree, but it should not be encouraged at the cost 
of the state exchequer especially when the resources are very limited. 

A new system of higher education should be evolved such that only 
the top rankers in general education and those who have high aptitude 
for a particular professional course should get admission in higher 
education courses. This should be based on objective criteria which 
could not be questioned by any body. Of course there should be some 
device of reservation to enable the under-privileged sectors of society 
to have their due share. Objective criteria could be evolved for their 
admission also so that the best among the SCs & STs get their 
admissions. The rest of the student population can fulfil their ambition 
through Open University System if they want to get Degrees. Even in 
the Open University education, the demand is more for job oriented 
courses and only a few elders who are interested in education for 
education sake may pursue other general courses. It is also necessary 
to de-link Degrees from jobs. We can have professional entrance 
examination including aptitude test for the specific job. 

The curricula in higher education should also be modified to have 
job oriented courses apart from modernising general educational 
courses. 

The methods and approaches should be more flexible to cater to 
the individual needs. The main emphasis at University level should be 
on Research - it may be theoritical or applied. 

Much funds should not be wasted on routine general educational 
courses, some of which we may be having now at University level. x 

It is high time that we evolved our own system of University 
education suitable to our cultural heritage, instead of copying the 
English Model designed with a purpose of producing clerks for East 
India company. While giving importance to Science and Technology we 
should not forget the fact that Universities should also work for rural 
development. Research projects to transfer appropriate technology 


can be undertaken profusely. Be d. 
It is not enough here and there, as one or two universities have 
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been established for rural upliftment. Instead, standard components 
for the benefit of rural development should be incorporated in 
curricula, methods and procedures in all Universities. 

We should also break the isolation of Universities from Industries. 
Linkages should be forged between the Universities and Industries, so 
that they could co-ordinate in Research and Development projects 
apart from providing the ground for on-the floor experience. I have 
found in the States that the number of Research Scientists are more in 
Industries than in Universities. 


CONCLUSION 


Education is a vital factor for the socio-economic development, 
political awareness and cultural progress. 

The exploding population which is now hanging as a huge liability 
on our nation's exchequer could be turned into a great asset by the 
touch of the magic wand of well-planned programmes for human 
resource development. 

Effective Human Resource Development could be achieved only 
by proper planning at all levels of Education starting from pre- primary 
education, because any weakness at the lower levelswill demolish the 
entire structure of the education edifice. At lower levels work 
experience, vocationalisation and guidance should be suitably applied 
at the higher educational level meaningful and relevant 
man-power-planning should be the basis for designing the Higher 
Education Programme. Unless such drastic measure: are taken the 
University education will remain a big burden creating more and more 
unemployables leading to frustration and campus unrest. 


Chapter 13 


WOMEN IN 8TH PLAN 


Dr. L.J. Soundar Rajan 


ccording to the Approach Paper to the Eighth Plan, Women 

ave not been accorded their due place either in designing or 
implementation of development programmes in India. They constitute 
half of the population, but are also critical to all production and social 
processes. An indisputable fact is that the income which goes into the 
hands of women goes directly in satisfying the basic survival needs of 
food, shelter and clothing of the entire family. Women's role is to be 
seen not only as beneficiaries being denied their due share in 
development, but also in the experiences of life management in 
production and environment and in fighting chronic social ills. They 
unfortunately, remain worst-affected in the society, in terms of 
technological absorption, payment of wages, and social recognition. 
Their fate has to be changed, their outlook has to beimproved and their 
standard of being has to be upgraded. The basic rationale behind the 
proposed Eighth Five Year Plan has to fall in line with the above 
philosophy in so far as the human resource development with special 
reference to women in India is concerned. Towards this direction, an 
unshakable edifice has already been laid in the Seventh Five Year Plan 
with the establishment of a separate senior Cabinet Minister with two 
Ministers of State for the Department of Human Resources 
Development. It is earnestly believed that the reservoir of women 
should be firmly treated as a productive human capital in the Eighth 
Five Year Plan. In this study the relevant secondary data has been used. 
Sources of information have also been obtained from the Census of 
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India, 1951, 1961, 1971 and 1981. Report of National Commission on 
Labour, Educational Statistics of Ministry of Education, and 
Approach Paper on Eighth plan published by the National Planning 
Commission. As a macro-level analysis, all inferences arrived at in this 
study are generalized conclusions. Penetration of the study is 
predominantly extensive, but not intensive. Inductive system of analysis 
has been used. 


Human Capital Formation Through Women: 

Investment in human beings particularly in women is an important 
determinant of economic development. Expenditure on women 
resources development can be regarded as investment. Women 
resource refers to the number, women worker's quality, their vigour, 
inherent genius, their attitudes, values, motivations, and behaviour 
patterns. Potentialities of women have to be developed to make a 
woman fit for the job. The process of human capital formation in 
general implies the development of abilities and skills of women folk 
of an underdeveloped country. During the course of economic 
development a nation has to absorb new technology and develop the 
productive apparatus. This may be important in the early phase of 
development but to make use of the machines and equipment 
effectively it is necessary that an underdeveloped country should train 
its rural female labour force in technology, engineering, medicine, 
management and a host of other fields. The process of human capital 
formation is, therefore, as important as that of physical capital 
formation." The investment of time and funds in education creates 
human capital. Human capital is a term that designates the stock of 
useful and valuable knowledge built up in the process of education and 
training.” Part of the high salaries of the profession can be seen as a 
return to the investment in human capital. Human resources, broadly 
speaking, include labour supply, education, discipline and motivation. 
Educated women also make productive workers, Human Resources 
Development (HRD) in the context of women is to perform the 
following functions: 

(i) to make efficient operations of machinery and equipment 
through skill and technical knowledge. 

(ii) to help assimilation and adoption of new methods of 
production and management. j 

(iii) to encourage economic growth through improvement in 
female literacy and curbing growth of population. 


E 
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(iv) to modernise attitudes of females (i.e., to discourage backward 
social system, primitive attitudes and beliefs) and finally 

(v) to improve labour productivity and total productivity among 
women. 


Indicators of Human Resource Development (HRD): 
The HRD and its nature in the midst of women can be measured 
with the help of the following indicators. They are: 

(1) Level of educational attainment. 

(2) Number of women engaged in high level occupations like 
scientists, engineers, managers, teachers, doctors, scientific and 
engineering technicians, staff nurses and medical assistants, expressed 
as follows: 

(a) Number of teachers (primary, secondary and college levels per 
10,000. 

(b) Number of engineers per 10,000 

(c) Number of scientists per 10,000 (Physical & Social) 

(d) Number of physicians per 10,000 

(e) Number of students (primary, secondary and college levels) 
per 10,000 

Using the above indicators of HRD, Harbison and Myres? have 
divided the world into 4 classification of Countries: 


No. Level of Development No. of Countries 
L Level I Underdeveloped 17 
2. Level II Partially developed 21 
3. Level III Semi-developed 21 
4. Level IV Advanced 16 


Among these, India has been classified as a semi-advanced 
country in terms of HRD along with 20 other countries which also 
include the prominent countries like Spain, Hungary, Italy, Poland, 
Yugoslavia, Czechoslovakia and Norway. 


Position of Women in India: ; 

Women have played a significant role in India in the economic 
development, political emancipation and social transformation. The 
former Prime Minister Jawaharlal Nehru said once: "If you want me to 
tell you what a nation is like or what a social organisation is like, tell 
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me the position of women in that country." Women occupy 50 per cent 
of total population in India. But if they misuse their power it can shelter 
to bits the whole fabric of society. If man represents strength, woman 
represents endurance; if man represents intellect, woman represents 
enlightenment; if man represents grammar, woman represents poetry. 
And thus, woman occupies an irrefutable and unquestionable place in 
any developing country like India. Women in India are a peculiar type 
of human beings endowed with natural qualities. They want to preserve 
certain attitudes. Special attitudes which Indian women want to 
preserve are as follows: 


Attributes Per cent 
1 Devotion to husband 69 
2: Respect for elders 67 
zB Modesty 30 
4. Grace 27 
5. Love for Tradition 25 
6. Religiosity 16 
Js Love for Jewellery 4 


Average life expectancy of women is more or less equal to men. 
Rather women have overtaken men in the latter years. It is evident from 
the following table: 


Average Life - Expectancy for Males and Females in India in 


1921-95 

eee 

Decade Male Female 

(Rural & Urban) (Rural & Urban) 

1911-21 19.4 20.9 
1921-31 26.9 26.6 
1931-41 32.1 31.4 
1941-51 32.4 ST7 
1951-61 41.9 40.6 
1961-71 47.1 45.6 
1971-81 54.1 54.7 
1989-90 58.6 59.7 
1990-95A* 633 64.7 


*A Projections in 8th Five Year Plan 
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Socio-economic Conditions of Women in India: 

The major occupations in which the Indian women employed in 
significant numbers are several. Urban women are found mostly in 
nursing, medical and health technology, teaching, stenography, typing, 
card-punching, maids, sweepresses, plantation forestry and mining 
labourers, spinning, weaving and tobacco production. Rural women 
are largely engaged in agriculture as well as various village industries 
and services. Information about socio-economic conditions and work 
opportunities in the urban areas is as follows. The percent of women 
to men in selected professions are: 


Professions Percentage Rank 
Lawyers 1.2 I 
Scientists 10.9 III 
Physicians and surgeons 74 I 
Teachers 30.3 IV 
Nursing & Health technicians 72.2 V 


The number of women employed as administrative executive and 
managerial workers increased from 10,000 in 1950 to 12,000 in 1960 
showed a downward trend in 1968. In the category of clerical and 
related workers the number of women has gone up form 37,000 in 1966 
to 79,000 in 1968. The number of women workers in transport, storage 
and communications has remained steady. But in services, sports and 
recreations their number went up from 5,000 to 13,000 in 1960-68 (from 
1.1% to 2.4.95). The number of women unskilled workers has declined 
from 25,000 to 16,000.” The pity, as a whole is that approximately 10-11 
per cent of the country's female force is employed in the organised 


sector. 


Women in Indian Agriculture and Industry: 

Rural women work mostly in agriculture. They are concentrated 
in transplanting, weeding, harvesting, stacking of straw, parboiling of 
paddy, dehusking with country huskers, drying, of paddy and hay, and 
the storing of grain. According to 1971 census, the total female work 
force was 12.7 per cent. Of the total women workers in the country, 90 
per cent are rural women and the rest urban women. Besides, 90 per 
cent of country’s female labour force works in agriculture. It is clear 
from the following. 
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yees Male & No.of Women Womento Women to 
Female includ- Female to Total Total Total 
ing Urban and Employ- employ- Employees employees 
Rural Women ees. ees. (a) (b) 
1 2 3 4 6 
(in 1000) (in 1000) 
1951 2,3650 290.0 11.43 1.143 10.287 
1955 2,6904 295.1 10.96 1.096 9.864 
1958 3,102.2 343.9 11.08 1.108 9.972 
1960 3,367.8 3673 10.91 1.091 9.819 
1961 3,0970 3723 10.65 1.065 9.585 
1962 3,648.6 394.1 10.80 1.080 9.720 
1963 3,860.0 400.0 10.37 1.037 9.333 
1964 40240 409.1 10.16 1.016 9.144 
1965 4118.0 394.5 9.57 0.957 8.713 
1966 4,069.0 364.7 9.96 0.996 8.964 
1967 40710 394.6 9.50 0.950 8.550 
1968 4,067.0 346.1 9.00 0.900 8.100 
1969 41370 382.0 9.00 0.900 8.100 
1970 — 42640 394.0 9.00 0.900 8.100 
1971 42850 392.5 9.10 0.910 8.190 


*Reports of Indian Labour Statistics and National Commission on Labour. 
(a) + (b) Computed from the available secondary data. 


There is a systematic fall in women's share in the labour force in 
all industrial categories. But women's contribution to Net Domestic 
Product (NDP) has gone up from 14 percent of NDP in 1970-71 toRs. 
7,514 crore in 1980-81 both expressed at 1970-71 prices. That is 
primarily due to technological growth. 


Reasons for the Failure of Women in India: 

There are several statistical indicators to measure women’s status 
in a country like India. The most important are “ (a)Literacy, (b) 
Employment, (c) Political participation and (d) Age of Marriage. The 
first two indicators have been explained in the previous pages. Third 
important method is political participation. Women are not 
participating in equal proportions to men in political arena. Age of 
marriage is a significant tool. Marriage is a universal phenomenon. In 
1951, 10 per cent of girls married at the age of 14. In 1961, 70 per cent 
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of girls married were in the age group of 15 to 19. In 1971, the 
percentage was 56 per cent and it was 44 per cent in 1981. Marriage at 
an early stage lengthens the reproductive age of girls. Thus women are 
inalow status in India. She is considered as a slave, or beast of burden 
condemned to drudgery, brought as a chattel and treated as such.” 

Several reasons have been attributed for the low status of women 
in India. Most important are: (i) Child marriage, (ii) Discrimination in 
property-sharing (iii) Low literacy level, (iv) Social neglect and 
suppression, (v) Abject dependence of women on men, (vi) Objection 
to widow remarriage, (vii) Wage discrimination, (viii) Scientific 
rationalisation Policy, (ix) Traditionalism of women, (x) In-effective 
implementation of legislations which protect women, (xi) Lack of 
leadership among female masses, (xii) Denial of equal opportunities, 
privileges and rights to women. 

A few important causes are to be examined in detail. Regarding 
property sharing discrimination, sons acquire rights in the family as 
soon as they are born. The father could not alienate property without 
the consent of the male agnates who could naturally succeed except in 
case of necessity. Father is subject to their sons control simply because 
of the rule of agnastic succession which could not operate if he had 
absolute power of alienation." Some states like Tamil Nadu have 
recently proposed to give equal rights to women through legislation in 
the assemblies. Literacy level of women is also low in India. It is 
comparatively low in India amongst rural women due to sinister 
customs, poverty, socio-religious practices, irrational religious rites, 
inhuman superstitions, ceremonies and social unawareness of people. 
Low status of rural women in India is also due to social suppression 
which is found in the garbs of dowry, enforced widowhood, temple 
prostitution, polygamy, polyandry and female infanticide.P Scientific 
rationalisation policy adopted by modern industrialists is also one 
more formidable factor in this regard. A high capital intensive 
technology adopted by industries result in the displacement of 
labour.!ó They have justified this on the ground that women mostly lack 
skills and are illiterate. They are unwilling to learn new processes, but 
this is predominantly untrue. Women are in no way inferior to men in 
workmanship and drudgery. Girls who had not been scen earlier have 
proved to be the successful workers in watch assembly units. 


Legislation for and Participation by Women in 8th Plan: 
Judged from the above indicators, the low status of women 
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remains a well-established fact. Women's conditions have to be 
improved. A lot of suggestions have to be incorporated at the time of 
the implementation of VIII Five Year Plan in India. First, the 
unorganised or informal sector has to be brought under strict 
legislation. The status of women workers in India is very unhealthy from 
the fact that 90 per cent of them are found in the unorganised sector 
leaving only 10 per cent in the organised sector. Healthy environment 
and social security measures have to be assured to women through 
legislation. Secondly, equal pay for equal work has to be given to 
women in India. Part II of Directive Principles of State Policy, Article 
39 reads: "The State shall in particular, direct its policy towards 
securing that there is equal pay for equal work for both men and women 
such policy has to be enforced among Indian citizens." Thirdly, 
participation of women in occupations where women can be as 
productive as men but where participation has been neglected should 
be encouraged. At the national level some such occupations are sales 
agents, shop assistants, demonstrators, insurance agents and 
saleswomen. Participation in certain types of occupations where 
increased participation will provide an impetus for change in women's 
status should also be encouraged. These relate particularly to village 
women educated and trained in institutions and seeking employment. 
These are in such areas as veterinary science, medicine, education, 
child care, illiteracy- eradication programme, water management 
schemes and agriculture. 


Additional Employment and Re-employment Opportunities for 
Women in 8th Plan: 

Village industries which provide ample scope for women 
employment should, fourthly, be promoted. Although total 
employment in factories has been increasing since 1947, women’s 
employment in this sector has decreased since 1964, their share being 
reduced from 11.43 per cent in 1951 to 9.1 per cent in 1971.8 The 
number of women employment in mines declined from 1,09,000 to 
75,000 between 1951 and 1971. Whereas total employment increased 
from 5,49,000 to 6,30,000 the women’s share of employment declined 
from 21.1 per cent to 11.9 per cent a decline of 47.4 per cent. The 
heaviest decline was in coal mines from 55,000 to 2,000. ^Like Tamil 
Nadu, a legislation reserving 30 per cent of jobs to women should be 
passed, in all states and it should also be effectively implemented. 
Fifthly, fair representation of women in all elected bodies should be 
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ensured. To translate the above suggestions into practice down the 
period of the 8th Five Year Plan, a national level monitoring committee 
consisting of part-time economists, lawyers and social workers ought 
to be established by the Ministry of Human Resources Development 
and the Committee should sit periodically to bring forth politically 
feasible and economically possible solutions. Sixthly, the problem of 
sex traffic has to be solved. Sex-traffic among women workers is very 
common, but women alone are punished whereas men are left scot free. 
The reasons for a woman turning into a prostitute are both social and 
economic and it is admitted that the foundation of prostitution is 
hunger. Intensive studies have to be conducted to know the grievances 
of affected women communitywise and also regionwise. As a 
permanent solution, a package of measures has to be implemented.?? 
This should contain a job-placement service for all women, 
re-employment for ex-convicts, job guarantee for physically 
handicaped, providing shelter for physically handicapped women, 
granting cheap financial assistance for self-employed women, 
organising after- care hostels, providing legal aid and protection 
providing services giving medical care for removing sex-traffic from 
women and enhanced old-age pension for all old women. Any 
Government whether state or centre cannot perform all these functions 
singly and solely. Non-profit private organisations like National 
Council of Women, Girls Guild Association, Young Women’s 
Christian Association (YWCA), Association for Morai and Social 
Hygiene in India, Nari Niketan, Shardanandand Asharam, Asha 
Sadan, Bapu Ghar, Mother Thresa’s Institutions and Foreign fund 
using Agencies, therefore, have to be encouraged. Seventhly, 
ineffective implementation of the legislation on equal remuneration for 
rural women should be seriously considered. Despite the operation of 
Equal Remuneration Act, 1976, there is a widening hiatus between law 
and reality, and this has to be reviewed seriously and sincerely. 
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Chapter 14 


EDUCATION, HEALTH AND 
WELFARE 


Prof. P.N.Srivastava 


| esse has to play an effective role in the process of National 
Development. It is essential during the 8th Plan that besides 
ensuring that all people get the benefit of education, it should also be 
so arranged that the level of educational attainments among people 
would not be too disparate between sexes, among social groups and 
across geographical regions. Unfortunately, we have not been able to 
achieve this. If adequate measures are not taken now even after 40 years 
of our independence, the chasm of economic disabilities, regional 
imbalances and social injustice will widen further, resulting in the 
building up of social tensions. 

It is rather tragic that even today we are talking about universal 
elementary education which had been accepted from the very 
inception of our Republic in the form of Article 45 under Directive 
Principles of State Policy in the Constitution. In spite of the specific 
provision in the Constitution to endeavour to provide free and 
compulsory education up to the age of 14 by 1960, and several explicit 
commitments with regard to the achievement of universal elementary 
education, progress in this sector has been dismal. \ 

Approximately twenty years after our independence, the nation 
felt concerned about the status of education in the country when the 
Kothari Commission was constituted to go into the matter. After a 
comprehensive exercise, the Education Commission report was 
submitted which culminated in the Education Policy of 1968. The 
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analysis of developments over the last two decades makes it clear that 
the desired improvements have not materialised because neither the 
resources nor the measures for restructuring were commensurate with 
the imaginative and purposeful thrust of the Education Policy adopted 
in 1968. The whole exercise has been a sheer waste of time, energy and 
money. The only area in which the recommendations were 
implemented was agriculture and we have seen the obvious results 
ourselves. However, complacency has overcome agriculture sector 
also resulting into a plateau for the last few years, which is disturbing. 
If the resource constraints had not circumscribed educational 
development, the present scenario of education would have been 
qualitatively different. Education has a holistic character and is 
concerned with the future. If the new generation entering the 21st 
century finds itself intellectually ill-equipped, it will hold the present 
generation responsible for its inadequacies. It will not accept the alibi 
that the shortcomings in their education and training stemmed from 
the constraints of resources. 

Education is the second highest sector of budget expenditure 
after defence. But this is no solace, Investment in education as 
percentage (Net National Product) in the year 1985-86 is estimated to 
be 3.7 percent while the data indicate that many amongst the 
developing countries are also spending around 6 to 8 per cent of their 
GNP on education. Some of the developed countries are spending even 
9 to 10 per cent on this, It will be desirable that investment of 3.7 per 
cent in education mentioned above (National Policy of Education - 
1986: Implementation Report, Sept. 1987) be brought up to at least 6 
per cent. The National Policy on Education, 1986, has reiterated that 
"education will be treated as a crucial area of investment ‘for national 
development and survival (emphasis added). The National Policy on 
Education, 1968, had laid down that the investment on education be 
gradually increased to reach a level of expenditure of 6 per cent of the 
National Income as early as possible. Since the actual level of 
investment has remained far short of that target (emphasis added), it is 
important that greater determination be shown now to find the funds 
for the programmes laid down in this policy". 

The role of education in the planning process is that of 
contributing to growth of national income through the process of what 
is technically called as "human capital formation". Technical studies 
have confirmed that returns from investments in education are not only 
positive but also compare favourably with returns to investment in 
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physical assets. Unfortunately capital formation estimates of National 
Accounts Statistics do not specifically take account of human capital 
formation. This aspect of education has to be included in a broad view 
of the value of education in the process of development. 

Let us have a lock at the share of education in the Plan 
expenditure. Our allocation for education has consistently and 
regularly gone down from 7.86 per cent in the First Plan to less than 2 
per cent in the Seventh Plan. All the major sectors received more than 
five times the allocation made for education. The percentage of 
budgeted expenditure on education to total State budget ranges from 
the lowest of 12.7 per cent in Sikkim to 36.1 in Kerala. The Eighth 
Finance Commission was convinced and gave the award for 
construction of buildings for the existing impoverished primary 
schools, but the Planning Commission termed it as Plan expenditure. 

Education is directly correlated with family planning which has 
been shown not only by other countries but also by several States within 
India. If only we had fulfilled the constitutional requirement of free and 
compulsory education up to the age of 14 by 1960, we would not have 
faced this ourburst of population today. And again, if we do not fulfil 
this obligation at the earliest, the number of school going children 
would be higher by 15 million and work force by 4 million that is what 
has been indicated by current projections. Already our Plan 
projections have gone awry since we had assumed a population level 
of 746 million in 1984-85 and projected a figure of 822 million in 1989- 
90. This was based on an assumed growth rate of 2.1 per cent in 1981-86 
and 1.9 per cent in 1986-91. 

A comprehensive exercise has again been made after about 20 
years resulting into the National Policy on Education, 1986. A 
Programme of Action has also been drawn and all the documents have 
been approved by the Parliament. A sincere and concerted effort has 
to be made to find resources so that this National Policy on Education 
(1986) does not meet the same fate as that of National Policy on 
Education (1968). Our priorities will have to change and education 
must receive resources even at the cost of 0.5 to 1.0 per cent over-all 
growth. . 

Our resources are limited and henc 
other alternative except to have a reloo 
have to be given on the improvement an 
human resources. We will have to de- emphasise 
capital -intensive and energy- intensive sectors © 


c there does not seem to be any 
k at our priorities. Stress will 
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need be, let these sectors generate their resources from public 
borrowings. Emphasis will have to be given to Education, Health, 
Agriculture, Dairy, Fisheries and Small and Medium Scale Industries. 
The country has already achieved considerable strength in basic and 
capital goods industries. As a second phase of industrialisation, we 
should concentrate on development of small and cottage industries in 
rural areas, where there are many locational advantages like availability 
of abundant labour and raw materials. It should be developed in close 
cooperation with the vocationalisation of education and these 
industries should subsidise vocationalisation of education. The District 
Industries Centres should provide guidance and assistance to 
entrepreneurs and should also collaborate with the District Institutes 
of Educational Training. This will go a long way in setting up of 
industries in rural areas. Besides generating rapid rural 
industrialisation, which in turn will generate more employment 
facilities as compared to capital-intensive industries developed in the 
past three decades, this will also check the emigration of population 
from rural to urban areas. Also, since capital-intensive sectors 
generate less employment, such a shift in allocation of investment 
would also generate more employment and reduce rural poverty. 
There should be a limit on the budgetary allocation to capital-intensive 
sectors and they should be compelled to raise their own resources for 
further development. First charge on the resources should be 
Education, Health, Agriculture, Small & Medium Scale Industries, 
Afforestation, Command Area Development and other employment 
generating and poverty alleviation programmes. Communications 
should also get high priority because isolation and lack of 
communication will be a sure recipe for remaining backward. 

It is impossible to over-estimate the role and importance of 
science and technology in the development of any country and thus 
removal of poverty. Science and Technology have already made a 
significant contribution to our economic development. Today we are 
spending about 1.0 per cent of our GNP for Science and Technology 
and the trend should be to increase it further. If at all weintend to come 
nearer the developed countries in future, we will have to keep in mind 
some basic facts. 

There are about 3.8 million research and development scientists 
in the world. Of these, 90 per cent of them are in developed countries 
which comprise less than 25 per cent of the world population, and the 
remaining 10 per cent are in the developing countries comprising 75 
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per cent of the population. 

In monetary terms, the world today spends about 210 billion U.S. 
dollars on R & D. Ofthis amount, 95 per cent is spent by the developed 
countries and 5 per cent by all the developing countries. 

There are 3000 R & D scientists per million population in the 
developed countries, while in the developing countries there are only 
125; 

Developed countries spend 2.3 per cent of their GNP on R&D 
while developing countries spend only 0.4 per cent. 

In developed countries, 2.8 to 5.2 per cent of the total population 
is engaged in R & D activity while in India, this percentage is 
approximately 0.0025. 

The number of students in the tertiary level of education is also 
significant. North America has 5,000 students per 1,00,000 population 
while in Asia and developing countries it is only 500. 


HEALTH 


India is committed to achieve "Health for All" by 2000 AD. This 
will help develop country’s vast human resource and improve the 
quality of life of its people. 

For this Primary Health Care has rightly been identified and 

should be further stressed as the main instrument of action. Hence 
emphasis must be laid on a (i) nation-wide development of 
Comprehensive Health Services with particular emphasis on 
Promotive and Preventive aspects and (ii) the availability, accessibility 
and affordability of services shall have to be ensured in an equitable 
manner. 
Bold initiatives will be needed for an effective integration and 
f health and health related areas- such as 
nutrition, proper supply of water and sanitation, education and social 
welfare. A vast network of institutions has already been established in 
the country (11000 sub-centres, 16000 PHC's and 2500 CHC’s). 
Tremendous efforts would be needed to bring about qualitative 
changes in these institutions apart from increasing their number 
further. : 

Active participation of the people in the Health and Family 
Welfare Programmes will need to be pursued vigorously. Institutions 
like Village Health Committees, Mahila Mandals, Youth Clubs and 


intersectoral coordination o! 
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Cooperatives need to be energised and involved in these programmes. 

Medical and Para-medical education has to be need-based. 
Health manpower planning and development needs urgent and 
immediate attention. The imbalance between medical and 
para-medical personnel needs correction. Health services research 
related to common health problems of the people should be given 
utmost priority. Management information system, which is a powerful 
input to planning, programming, implementing, monitoring and 
evaluation of health and family welfare programmes, needs to be 
evolved and made effective and efficient. 

Communicable diseases are responsible for an enormous 
morbidity and mortality in the country, particularly malaria, 
tuberculosis, leprosy, diahorrial diseases and acute respiratory 
infections. For their control and/or eradication strategies and action 
plans need modification at Central, State and at other levels. 

Non-communicable diseases such as cancer, cardio-vascular 
diseases, diabetes and mental disorders are now emerging as new 
formidable threats to the health and well-being of our people. There 
is a need to consolidate the existing services and evolve appropriate 
plans of action for their control and containment. 

There is a vast number of practitioners of Indian System of 
Medicine and Homeopathy in the country. This vast resource needs to 
be effectively mobilised in the furtherance of National Health 
Programmes. Training/Education/Services and Research need 


strengthening and the area which is most important is the 
standardisation. 


FAMILY WELFARE AND MCH 


For attaining the long-term goal of NRR-1 by the turn of the 
century, 120 million couple in the reproductive age group will need to 
be covered. The present average of 3.7 children amongst the sterilized 
couples is most disappointing and it must be brought down to at least 
3.0. The average age of marriage of girls should be increased to atleast 
19 if not more. For this newer strategies will have to be adopted. Some 
of the features of these strategies are as follows: 

(i) Enhance optimal utilisation of large infrastructures created in 
the form of sub-centres, Rural Family Welfare Centres and Urban 
Family Welfare Centres. 

(ii) Emphasize education of people on the benefits of a bit late 
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marriage and its social enforcements. 

(iii) Increased propagation of non-terminal methods like oral pills, 
IUD and conventional contraceptives for couples of younger age 
groups (18-30). 

(iv) Stepping up the child Survival Programmes and activities 
particularly Universal Immunization Programme, Oral Rehydration 
Therapy and Acute Respiratory Infection Control and vaccine 
preventable diseases are necessary. 

(v) Take appropriate action towards enhancing "Safe 
motherhood" and reducing the high maternal mortality in the country. 

(vi) Mount an aggressive health education, information and 
communication compaign using mass contact programmes at bloc level 
as well as using all the available multi-media channels. 


SOCIAL WELFARE AND NUTRITION 


Preventive, developmental and rehabilitative programmes for the 
vulnerable sections of society like children, women and the 
handicapped are essential inputs in human resource development 
which would require to be given a major thrust. 

The Integrated Child Development Schemes (ICDS) have proved 
useful in reducing the infant mortality rate and morbidity among 
children and pregnant and nursing mothers. During the Seventh Plan 
the allocation had been increased to Rs. 500 crores from Rs. 45 crores 
in the Sixth Plan and the expectation is that the expenditure may go up 
to Rs. 800 crores. Further impetus should be given to this programme. 
There is a trend towards increase in drug problem in children and 
young adults which will have to be given utmost attention to 
immediately check its upward trend. 

A major thrust in women’s programme would be on skilled 
development and increase in their employability. Lack of availability 
of credit to women has been an obstacle in generating self-employment 
among women. Greater involvement of financial institutions and 
nationalised banks would be of utmost necessity in mobilising 
resources for the purpose. 1 

At present, 2 supplementary programmes, namely, Special 
Nutrition Programmes and Mid Day Meals, are under implementation 
so as to meet the nutrition deficiencies among the children, pregnant 
and nursing mothers belonging to the weaker sections. Their 
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implementation suffers from various drawbacks - both financial and 
organisational. It may be worthwhile to consider an alternate strategy 
to cater to the needs of these target groups. In this regard, provision of 
food commodities at subsidised rates to the families below the poverty 
line may be considered. In some States social welfare and nutrition 
programmes are being administered by more than one department. A 
proper coordination is extremely necessary for proper implementation 
and optimum results. 

In conclusion, it may be stated that it is high time to recognise that 
the underinvestment in the vital sector of human development cannot 
be continued for long without detriment to the economy as a whole. 
"Public investment has been heavily biased in favour of infrastructure 
and very legitimate demands from sectors such as health, education 
and housing have been treated sparingly' (Sukhmoy Chakravarty, 
Development Planning: The Indian Experience, 1987). This nceds 
immediate correction. 

The Directive Principles of State Policy laid down in the 
Constitution also provide a clear guideline in this regard and the 
relevant provisions are reproduced below: 

1. Early Childhood Care and Education. Article 39(f). 

2. Universalisation of Elementary Education. Article 45. 

3. Promotion of Educational Interests of Scheduled Castes & 
Scheduled Tribes and Other Weaker Sections. Article 46. 

4. Protection and Preservation of Monuments and Places and 
Objects of National Importance. Article 49. 


Chapter 15 


YOUTH AND THEIR ROLE 
TOMORROW 


K.D. Gangrade 


have classified my paper into six sections. The first section deals 

with "Investment in Child" in which I have discussed importance 
of ‘mother-care’ for children and investment in children so that they 
are not denied their legitimate childhood. The second portrays "Crisis 
of Values" in which identity crisis has been brought forth for the youth 
who are in search of their own autonomy. The third section is devoted 
on a case study based on empirical findings to discuss generation gap 
between old and new generation. The fourth section gives salient facts 
about youth and their plight, and their aspirations to get gainful 
employment and to participate in the mainstream. The fifth portion 
discusses role of SOS (save our soul) to provide necessary training and 
ities to the potential youth so that they are not left on the 
street to fend for themselves. The specific suggestion that has been 
made in this section is to create a special fund to be able to set up an 
employment cell to provide effective counselling, service and guidance to 
youth to be able to find vocational avenues to suit their talents and 
aspirations. The sixth and concluding section "A Model of Community 
Approach" in this emphasis has been laid on integration to make youth 
feel an integral part of society. 


opportun 


I 
INVESTMENT OF CHILD 


"Child is the father of the man", said Wordsworth. The golden age 
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of child-hood and youth is denied to many citizens in India. This is 
evident from the two facts: 

1. The latest UNICEF studies show that the largest number of 
child-labour has been in India. The government figures vary from 14-17 
million. The estimated working children according to the Operation 
Research Group is 44 million. Some researchers give the figure as high 
as 75 million. à 

2. As per the 1981 Census, the population of India excluding 

Assam, was 665.29 million, of which 343.93 million were males and 
321.36 million were females. This gives a sex ratio (females per 1,000 
males) of 934. Of 321.36 million females, 40.65 million or 12.65 per cent 
were 10 and 14 years. Of these 40.65 million girls aged 10-14 years, 31.39 
million or 67.45 per cent were in villages and the remaining 9.26 million 
or 32.55 per cent were enumerated in cities and towns. Out of 321.36 
million females in the country, 147.14 million or 45.79 per cent were 
married. Of these, 2.63 million or 1.79 per cent were aged 10-14 years. 
In the rural areas, out of 115.00 million married, 2.42 million or 2.10 
per cent were aged 10-14 years and in urban areas, out of 32.14 million 
married females, 0.22 million or 0.68 per cent were aged 10-14 years. 

According to Dr. G.C. Gopalan, Director of Nutrition Foundation 
of India, the average age of marriage for girls in the country is 16.7 
years. The situation is worse in the problem States of Bihar, Rajasthan 
and Madhya Pradesh, where the mean age of girls at marriage is 
between 15.5 and 15.9 years. Nearly 25.2 per cent of rural girls 1n Uttar 
Pradesh are married before 14 years of age. There were about 24 per 
cent adult women in the re- productive period weighed less than 38 kg. 
and 16 per cent of them were less than 145 cm. tall. These women 
according to the World Health Organisation fall in the ‘high-risk’ 
category and are more likely to suffer from severe anaemia, obstetric 
complications and give birth to low weight babies. 

There are about 315 million children in India. The poor quality of 
life of our children is borne out from the terrible facts that more than 
one-third of them are disabled, mentally and physically, by 
malnutrition; everyday 4000 die of dehydration and another 500 are 
crippled by polio. About 60,000 Indian children are blinded every year 
by vitamin A deficiency, while iodine deficiency disorders account for 
some 90,000 infant death. : 

A study by the Washington based International Food Policy 
Research Institute shows that an average Indian hardly gets 1,900 
calories (food) a day, with millions still not in a position to afford even 
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that much when the daily minimum should be atleast 2,200 calories 
(food). The average daily intake per capita in advanced nations like the 
USA and Western Europe is over 3,000 calories. Our food availability 
per capita per annum is even low to that of China. It is 200 kg. whereas 
it was 330 kg. in China. It is estimated that 250-300 million people in 
the country go to bed hungry. A U.N. Survey has revealed that World's 
hungry including that of India are rising in number. About 250 million 
people in India consume less than three-fourth of the needed food 
while another 55 million take in less than half of their food need. This 
situation is prevalent despite the fact the food production has increased 
from 152 million tonnes in 1983-84 to 170 million tonnes in 1988-89. 
The population hardly meets its requirements due to poverty as they 
are not able to afford. 


Discrimination against Girl Child 

The discrimination against female child makes her survival very 
difficult. While in 30 days of life, the mortality of both male and female 
children is roughly the same, in five years, the female child’s mortality 
is double than that of males. Various studies of the National Institute 
of Nutrition reveal that 85 per cent children in our country suffer from 
varying degree of malnutrition and another 15 per cent in rural areas 
suffer from invisible malnutrition. 

The discrimination against girl child is so great that they are 
deprived of food, education and other needs required for her growth 
and development. She has to look after domestic chores and attend to 
her younger siblings. In a number of studies it has been found that too 
many young women leave behind low birth weight, sickly orphans, 
many of whom grow into undernourished mothers, repeating the 
vicious circle. 

Take the case of Mrs. A. She said "I wanted sons who could earn, 
not daughters". She was married when she was 15. She cried when her 
first daughter was born, she was heart broken when the next came and 
the third had sent her into alternating fits of depression and rage. Rich 
women also want sons and only sons. They use ultrasonography to 
ascertain whether or not their babies are going to be male. Female 
foetuses are quietly aborted in private clinics. 

The findings of a study conducted by UND 
that families spend twice as much on medic: 
daughters. The discrimination does not end there. While 40 per cent 
more is spent on clothing sons than daughters. More and more male 


P in rural Punjab reveal 
al care for sons as on 
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children are now-a-days sent to school instead of to work in the field, 
their places being taken by girls whose number is decreasing, resulting 
in an increased work load. 

The neglect of girl child is primarily because of our attitude 
towards woman. This is very well reflected in a local proverb, "Bringing 
up a girl is like watering a plant in neighbour's garden". We worship 
motherhood but not mothers. These facts are brought forth to highlight 
the quality of young population we are likely to have. 


Service for Children in Need of Care and Protection 

There is no authentic data available above the number of destitute 
children in the country. However, according to one estimate, there 
were 18.05 million orphans in 1971 which included both single-parent 
and complete orphans. Of these, 7.22 million were estimated to be 
destitute orphans. There is a likelihood of this number having 
increased now, considering the poverty level rates of rural-urban 
migration. 

The problem of social maladjustment among children is growing 
fast primarily because of their migration from rural areas. The scheme 
for prevention and control of juvenile social maladjustment was 
introduced in 1986-87 to tackle this problem and as a follow up measure 
for providing the full coverage of services contemplated under the JJA 
(Juvenile Justice Act 1986) so that no neglected or delinquent child is 
lodged in police lock- ups or prisons under any circumstances. 

A total number of 572 institutions comprising of 245 observation 
homes, 212 Juvenile homes, 73 special homes and 42 after - care 
institutions have been set up during the Seventh Plan. Upto March 
1989, about 44,000 children have been reached out under these 
schemes. In order to run the programme effectively, 1369 house- 
mothers/fathers, 1232 supervisors and 575 government official/ board 
members have been trained. - 

However, there have been certain drawbacks in the 
implementation of the scheme. In many cases, proper selection of the 
beneficiaries and implementing agencies in not made. The coverage of 
beneficiaries is not uniform. Certain areas within a State are not 
covered at all. Maintenance grant per child is found inadequate. 
Standard of services differ widely in different States and also in 
institutions in the same State. There is lack of supervision and trained 
staff. Effort is not made to ascertain whether the children covered 
actually qualify for assistance within the parameters of the scheme. The 
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implementing agencies do not keep any follow-up information after 
discharging the inmates from the homes. Monitoring of the programme 
has been lacking. Non-institutional services are not being provided to 
the desired extent. Children living in the institutions should be treated 
with human touch and consideration, and they should get constant 
guidance for their rehabilitation. The existing facilities and standard of 
services in the institutions should be improved. Institutional care 
should be provided only to those children who cannot be helped 
otherwise through non-institutional services. Emphasis should be on 
increasing non-institutional services like adoption, foster-care and 
sponsorship as a preventive measure against destitution. 

The observation/remand homes may be treated as simply 
‘Reception Centres’. These should try to trace the parents of the 
children and if they are not traced, all children below the age of 8 should 
be sent to SOS Children Villages. The home should have 2 units, one 
each for children below 8, and older children. Those over the age of 14 
years, should be screened and suitable programmes of education and 
training developed for them to enable them to effectively participate 
in the mainstream on the patterns of SOS villages. Children between 
8-14 years of age should be given training in the existing institutions for 
income-generating education like plumbing, electrical and 
motor/machine repair work for boys and home service and 
management training like typing and garment industry, for girls in 
collaboration with TR YSEM. 

Suitable vocational training programmes will need to be 
developed so as to suit the rehabilitative needs of different categories 
of children. The programmes may have to be linked with vocational 
training institutions so as to reduce the costs. 

For the success of non-institutional services, large scale 
mobilisation of the community resources is essential besides taking up 
education and awareness programme through mass-media and 
voluntary organisations. 

The problem of street children is becoming increasingly serious, 
especially in big metropolitan cities. A suitable programme for this 
category of children has to be evolved. Non-institutional services, such 
as contact centres or contact clubs need to be set up for the welfare of 
street children like rag pickers and hawkers especially in metropolitan 
cities. These centres/clubs should provide shelter, basic education, 
recreation and essential vocational training facilities. All such children 
should be given identity disc to prevent harassment from the Police. 
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Such centres should be set up preferably near railway stations, bus 
terminals and commercial complexes. State Governments and local 
bodies should provide suitable place for establishing the centres and 
the Ministry could provide financial assistence for essential personnel 
and equipments. Play and recreation centres/clubs should be set up to 
channelise their energies constructively and wean them away from 
illegal activities and other malpractices. 

The training programmes for the functionaries should be 
increased and decentralised to district and block so as to provide 
minimum desired skills to them on various aspects of child psychology, 
nutrition, guidance, counselling, vocational training. Seminars/ 
workshops at appropriate levels have also to be organised to provide 
a common forum for government officials, voluntary organisations and 
the community to share their views on the aspects of child 
development. 

An effective system for proper and meaningful monitoring and 
evaluation should be developed. It would be necessary for the Ministry 
and State Governments to set up monitoring cells on priority basis. As 
there is not sufficient data regarding the number of children who 
require care and protection, comprehensive data-bank should be 
developed to assess the magnitude of the problem. Research should 
be taken up on the nature and magnitude of various forms of child 
neglect, exploitation and destitution. Research studies should also be 
undertaken on the linkages between child destitution on the one hand, 
and socio-economic factors like poverty, rural-urban migration and 
pressures of urbanisation, on the other. Further evaluation on the 
impact, coverage and shortcomings of existing schemes needs to be 
done through research on a State-wise and institution -wise basis. 


Socialisation of Children 

The role of mothers in rearing, bringing up and socialisation of 
children cannot be underestimated. It is therefore essential that the girl 
child is taken care of properly and status of woman is restored in the 
society. 

I shall like to congratulate the SOS authorities and workers for 
adopting a philosophy and policy in which all the villages are 
mother-and-children centric. The primacy of mothers has been 
recognised to give love, affection, warmth and emotional support to 
enable children to develop their personality and allow them to blossom 
and grow up into matured adults and good citizens. Let me cite an 
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example from a study. In a middle class working couple infants were 
entrusted to the care of maid servant and not to the mother as was the 
case in S.O.S. villages. It was found that Katori's weight (name of the 
maid servant) went on increasing while that of Vikas's (name of the 
child) went on decreasing. The maid servant was taking substantial part 
of the milk and food items meant for the child. 

When both the parents go out for work they are able to provide all 
the material comforts unto themselves and their children but not love 
and care. 

The child rearing practices necessarily will have tremendous 
impact on growth and development of children in general and youth in 
particular. The child is the key factor in human resource development. 
He should continue to get highest priority in the over all development 
of the country. 

Mother has a major role to play in the physical, psychological and 
social development of the child. It is, therefore, necessary to develop 
adequate programmes to equip her to bring up children in a healthy 
manner. This gap is met by SOS by organising regular intensive training 
programmes for the mothers of the villages. 

The SOS villages are providing very congenial and conducive 
family-like environment to growing up children who are in their charge. 
Family membership has been dominant fact of life, the chief 
determinant of social status and economic well-being. The family and 
families have been the main vehicles of group identity and the chief 
receptacles of vested interests. Today, the family as an institution is in 
some disarray. Today, the very justification for family organisation is 
challenged. But I am confident the atmosphere and climate created by 
the SOS villages do not disorient the children and all attempts and 
efforts are made to help the children when grown up as a young boy or 
a girl to participate efficiently and effectively in nation-building 
activities. In the changing new family scene individualism has become 
supreme and corporate image and the family life is becoming gradually 
receding into past glory. 

The parents have a sense of moral duty and obligation towards 
their children. The parents who cannot take care of children have no 
right to produce them. It is true that according to the micro theory of 
fertility there are two reasons for parents to have children - children 
psychic utility and their economic utility, children’s psychic utility is 
inherent in the satisfaction parents derive from having children, and 
their economic utility lies in their actual or indirect contribution to the 
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family income. Thus bearing and rearing a child is an investment which 
yield both a quick and lasting return. The responsibilities of 
parenthood must be inculcated among the young so that they are able 
to shoulder the burden of bringing up children. 

Some scholars consider children a consumption good They go on 
to say that children are a type of consumption -good, a way of spending 
one's income to acquire satisfaction. The satisfaction in inter-personal 
relations and domesticity. Through socialisation each culture places its 
distinctive mark on human personality. The more homogeneous the 
culture, the more likely to produce a characteristic type of person who 
reflects the dominant ethos or culture theme, 

In our society the representative personality may be relaxed and 
easy going, careless of time and tolerant of uncleanliness. In another 
society, quite opposite characteristics occur. The community of SOS 
villages have to decide what kind of direction it would like to offer their 
children to bring them in mainstream. I am sure the processes, methods 
and techniques adopted by the Workers of SOS villages would develop 
their children into good citizens who would be able to have identity 
with SOS community and the nation to which they belong. The identity 
of goals would be able to make them active partners in building a 
community of wanted citizens who are engaged in productive and 
national building activities, 

II 


CRISIS OF VALUES 


In India the age group of 15 to 35 are classified as youth though 
United Nations has put 15 to 24 in this category. For Aristotle, and for 
all Antiquity, there were only three ages of man: childhood, youth and 
old age. In Aristotle’s usage ‘young’ is any age from above seven to forty 
or even forty-five. According to Aristotle One is young as long as one 
was strong and healthy. 


Identity Crisis 

It was Rousseau the French Philosopher who for the first time used 
the term young person in 1762 and youth became a distinct category as 
a result of industrial revolution started in 1765 in Great Britain. The 
two statutes recognised in traditional societies were of that of a child 
or an adult. The required skills were internalised by the new adult man 
apprentice to his father or somebody else who practised the trade. This 
is not so in contemporary societies. Often one has to spend a specific 
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period of time to acquire the skills which will equip him to occupy a 
responsible position in society. This is a period in which his status is 
nebulous one. That is to say youthhood is essentially a period in search 
of separate identity. Some people are of the opinion that the basic 
problems of youth can be traced to the fact that they lack a separate 
identity in society. The ‘identity crisis’ that youth faces, in turn has 
several ramifications. This is the time when young person wants to 
assert his autonomy in decision making relating to matters concerning 
him and his welfare. 

A youth is not in a position to assert his autonomy because he is 
not a free-agent specially in economic matters. The dependence of 
youth on society erodes his autonomy to a large extent. Given the fact 
that the youthhood is an age of autonomy formation, the youth in 
general are egoistic, vain, proud, aggressive and very often selfish. But 
at the same time they are helpless as they are dependent on elders. 
Thus, youthhood is a period when one facesa bundle of contradictions. 


Hierarchical Structure 

In India when young enters life, he is not supposed to question the 
fallibility of his superiors. The entire social structure is arranged 
according to inferiors and superiors, superordination and 
subordination in pyramidal hierarchies. The individual has little 
choice, he has to conform to the family or caste norms. He is not 
allowed to take decisions by himself. Somebody else, either father or 
elder brother decides for him the course of upbringing he has to take, 
the girl for marriage, and the career to enter into. The individual is the 
prisoner of his age old system. This system may have been perfectly in 
harmony with the social conditions of the pre-independence days. But 
this is out of tune with the aspirations of today’s younger generation. 
This contradiction explains the rising frustration, tension and acts of 
indiscipline in the modern youth. Though this contradiction is found 
in any society between the old and new generations yet its tempo and 
intensity is bound to be more in a country like India where the gulf 
between the two groups is very much wider. In fact, the personality of 
the youth seems to grow more outside the influence of parents and 
elders. The home environment is more and more out of tune with the 


outside environment. 


Youth Rebellion j 
The psychological distance between the two generations has 
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become a normal feature of present society. Abnormal revolt and 
indiscipline are the natural outcome of such a situation. The present 
age rightfully has been characterised by youth rebellion the like of 
which has never been seen in the past. The student have been on the 
vanguard of such a revolt. In the student world, from Montreal to 
California, from Tokyo to London and from India to China students 
are ona war path and demand that their voice be heard. Many theories 
have been offered to explain the contemporary revolt in the youth. It 
has been argued that youth rebellion is an expression of the critical 
times in which we live, when all values are being questioned and when 
no institution receives automatic allegiance from its members. Youth 
naturally revolts in the absence of anything which can give meaning and 
direction to life, 

On the other hand it has been argued that the youth rebellion is 
a characteristic of an affluent or impoverished age. Youth has ceased 
to be less dependent upon the older generation; by itself it constitutes 
an economic class with wealth or poverty of its own. 

Youth rebellion is basically a reflection of the growing gulf 
between the young and the old. The old are seen not merely as out- of 
-date but also as hypocritical. Youth finds the world in a mess and 
blames the older generation for it. The latter are not exactly models 
deserving of emulation by the young. This is particularly true in India, 
In a span of forty two years of achieving Independence, there has been 
a marked change in the character of leadership in the social and 
political ficlds. In the pre-independence period youth was in the 
national movement; the leaders were ‘accepted’, Today we find that 
leaders in almost every walk of public life have lost the respect of the 


young. 


Youth Policy 

Serious differences, even conflicts, are inevitable in the process 
of transition from tradition to modernity. It has been rightly stressed 
to have greater flow of easy communication, sympathy and 
understanding to tide over the difficulties of the present transitional 
period through which the larger Indian society is passing in the midst 
of many stresses and strains from within and powerful influences from 
outside. 

The progress of social change would be faster and smoother and 
our developmental goals could be realised more speedily and 
effectively, if the active involvement and enthusiasm of the youth can 
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be guided and channelled through appropriate lines of action. The 
present unrest in the country and specially in University campuses and 
frequent challenges to authority by student activist cannot be tackled 
without sufficient knowledge and appreciation of student psyche. 
Unfortunately, the isolation of students from their elders grows with 
the growth of numbers in educational institutions and the growing 
irrelevance of the education process itself. Policy-makers, educational 
administrators and even teachers have little contact with the thoughts, 
feelings and aspirations of the young people. The bonds of 
understanding and sympathy have been snapped and the youth issullen 
and rudderless while they become needlessly depressed and 
embittered. The ignorance of student motivations and youth attitudes 
is strongest among those who plan and execute our educational policies 
or what goes under the description. The need of the present moment 
is more authentic knowledge and greater patience and sympathy on the 
part of elders. To generate such a climate of understanding and 
cooperation, the educators and policy-makers must have dialogues and 
discussions at different levels with the people of diverse views and 
regions of our country. 

The UNESCO study on the subject concludes that cooperation, 
rather than confrontation, is the emerging pattern of relationship 
between the generations and the establishment, but the attitudes and 
values of the youth are the winning force which will transform the 
character and values of the culture before long. The signs pointing to 
the way of cooperation are strong and dependable, but the future can 
also take a more violent and unexpected course of conflict and 
confrontation. 

Much depends upon the wish and the capacity of the dominant 
establishment to satisfy the aspirations of the young, and in the process 
of doing so, transforming itself to a larger, wiser and more purposeful 
segment of Indian society in order to provide dynamic and imaginative 
leadership. This can only be achieved by evolving an adequate youth 
policy and national programmes of action. The potentialities of youth 
for nation-building and also the possibilities of its subversive and 
destructive role cannot be ignored any longer; but so far little has been 
attempted and less achieved for developing adequate, relevant and 
viable youth policies. If the ruling establishment begins to appr eciate 
the supreme importance of the involvement and cooperation of the 
youth in nation-building and social development, appropriate youth 


policies will surely emerge. 
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Participation of Youth in Politics 

Before Independence participation by the young in politics was 
valued by the society. But after independence young persons have been 
time and again exhorted to keep out of politics. Participation of the 
young in politics generate conflict between two generations. In 
pre-independence India, it was considered valuable and worth while 
by the society. It is still valued by the society, it is by no means certain 
whether it is cooperation with the Government or opposition to it that 
is more valued. 

Again, in the pre-independence era of Gandhi and other leaders 
the ideals and purposes of the nation were clear cut, and there was 
involvement and a seriousness of purpose in the older generation, and, 
therefore, also in the younger generation. In the period since 
Independence, while the leaders express faith in a slightly different set 
of ideals, they seem to lack seriousness of purpose. There is a total 
disownment of values. All this has led to a great deal of frustration in 
the young because the expectations aroused by older generations have 
not been fulfilled. 

Thanks to the 62nd amendment to the Constitution in 1988 the 
young who have attained the age of 18 have been given right to vote. 
This has given them power to have a sayin electing their representatives 
to Parliament, Legislative Assemblies and other democratic 
institutions. 

The average-age of Members of Parliament and Legislative 
Assemblies is coming down with every successive elections. 


Gender Bias 

But participation of women has not been improved. In 1967 there 
were 31 women in the Lok Sabha with 520 seats and in 1984, 42 came 
in a total of 528 seats. However, luck apparently ran out of the majority 
of the women who tried their electorate fortunes for the Ninth Lok 
Sabha as only 28 of the approximately 150 women candidates in the 
fray have been returned. This poor presence of women in a House of 
525 speaks of status women enjoy in India. In the Legislative 
Assemblies the figures are more depressing. During 1971-72, there 
were 161 women representatives for a total of 32,464 seats. By 1983-84, 
the number decreased to 44. 

Similar gender bias persist among the upper echelons of British 
Society, which makes loud protestations about being progressive. A 
recent report published by a parliamentary research group in Britain 
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shows that women continue to be denied some of the more influential 
positions. ; 

For example, Britain has the lowest number of women cabinet 
members in Europe; that the sole representative happens to be the 
Prime Minister of the country is small consolation. Indeed, a strong 
political representation remains a delusion. The number of women 
MPs elected since 1918, when women got vote, is 139, which is well 
below the number of men elected at any single general election. Nor 
are the statistics of women in the legal profession any better. Of the 10 
judges who form the highest court of appeal, the House of Lords, none 
is a women. 

In Britain's universities, fewer than three in every 100 professors 
are women. While in civil services there is not a single female 
permanent secretary in the top civil service grade. In camparison 
position of women in India is not that bad. 

Il 


A CASE STUDY - YOUTH-PARENT CONFLICT 
DESIGN OF A STUDY UNDERTAKEN ON THE 
GENERATIONAL CONFLICT 


As youth are constituents of society, they bring societal maladies 
that are found in the larger society into their behavioural patterns. This 
factor is of vital importance to the understanding of parent-youth 
coflict. When we refer to the wider or larger society, we mean that the 
values of society are reference points. The values of society are 
concretely seen in the individuals who profess or practise them. The 
same values are, or are sought to be, transmitted to the succeeding 
generations. If we want to understand the problems of youth we need 
to understand what is happening to both the older and the younger 
generations mediating through institutions which act as transmission 
belts of accepted values. The crux of the problem thus lies in 
understanding how the older and younger generations view and accept 

' these institutions, as a revolt may arise out of a different perspective 
on these social institutions. 

In order to study this problem we define the area of conflict 
between the two generations as an inter-generational conflict. 
Inter-generational conflict is understood as the difference, gap, 
distance or conflict of values between the adult and the adolescent 
generations. It is assumed that conflict occurs in families mainly along 
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sex lines. This is to say that conflict occurs between fathers and sons, 
and mothers and daughters. We do not rule out the cross-cutting of 
conflict lines amongst generations in empirical situations, but for 
purposes of our study, we assume conflict occuring between linear 
descendants of both sexes which constitute two generations. However, 
it is not intended to maintain this distinction here; and the data have 
been analysed along the axis of parent-youth conflict. This is done to 
facilitate the presentation of material and to make it more meaningful 
for a wider audience. Our aim is to understand, in an explorative sense, 
the inter-generational conflict in its institutional setting. The 
institutions that we have included in our study are family, marriage, 
political participatin, authority patterns, education and religion. 

The study was undertaken sometime back at the University of 
Delhi. The sample of the study was drawn from the campus colleges of 
the University. The students were identified with the help of the list _ 
with the University Registrar, and from this source a sample of nearly 
400, based on the length of the parent’s residence in Delhi, was drawn 
for screening, Within the group, strata were drawn on the basis of 
college, income, sex, science and art subjects, and rural and urban 
dimensions. The rural dimension was subsequently dropped as the 
respondents had lived in rural areas for an insignificant period. 

The parents of the students in the sample were then brought into 
the sample, the father. for male students and the mother for female 
students. The final sample consisted of 98 female pairs and 92 male 
pairs. Thus, 190 parents and youth pairs constituted the universe of the 
study. 

The survey method used was by utilizing two structured 
schedules, one for students and the other for their parents. The same 
schedule was administered both to the parents and to the students. It 
was filled by investigators by individually interviewing the students 
included in the sample and the corresponding parents. 


Social Characteristics of the Generation 

If we take the average per capita income of India it appears that 
our sample belongs to a relatively affluent group. About 76 per cent of 
the parents had a monthly income of Rs.1000 or more. Among this 
group as many as 46 per cent earned Rs.2000 or more per month. The 
educational standard of the parents was also fairly high, with 37 per 
cent graduates or post-graduates, 40 per cent with the level of middle 
and matriculation, and only 23 per cent with primary education or less. 
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The caste-wise distribution of the sample was 40 per cent Khatris, 22 
per cent Brahmins, 15 per cent Vaishiyas, 12 per cent Sikhs and other 
communities, and 11 per cent lower caste Hindus. About 82 per cent 
of the sample lived in nuclear type families compared to 18 per cent in 
joint families. About 97 per cent of the parents were over 40 years of 
age, 57 per cent were 50 years or older. The students fell in the age 
group 20-30 years. The parents and students had been well exposed to 
modern mass media. 


Familial Attitude of Generations 

The family ideal for an Indian is the "traditional joint family". The 
main features of the traditional joint family are that it is 
three-gencrational in depth, its members live under the same roof, and 
the property, of whatever kind, is shared by all. It is a self-sufficient 
unit, socially and economically, the centre of a universe for the whole 
family, the arbiter of life’s important decisions, the supplier of daily 
and life-time needs, the reservoir of deep loyalties and a bond of 
affection. It is a kinship group that serves at once as a place of abode 
and centre for social, recreational and religious activities. It is within 
this family circle that all momentous decisions are taken with respect 
to education, career and marriage, and all important events take place 
- worship, weddings and other celebrations, births and deaths and their 
appropriate ceremonies. 

The crucial question in the entire study is perhaps centred in the 
family because parent-youth conflict can be more cvident in the family 
situation than elsewhere. It is, therefore, essential to know the attitudes 
on joint family, family authority and consumption pattern to measure 


the conflict between the two generations. 


Type of Family Preferred 

How do generations view the joint family which has been in 
existence for so long? What type of family do they prefer? The figures 
reveal that 45 per cent of the students prefer nuclear type families, 
while a majority of parents, that is 64 per cent, still prefer joint families. 

The students maintain a bias towards a small family size as 89 per 
cent do no want more than three children. Thanks to family planning 
publicity, about 80 per cent of the parents also do not want more than 
three children in a family. The students do not want to honour their 
commitments and obligations to their extended family. If the opinions 
given by them are a correct index of their views, about 98 per cent of 
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the students approve of their obligations, including financial help, to 
their parents. This favourable attitude is not nearly as strong on the 
question of giving assistance to relatives, which is approved by only 64 
per cent of the students. 

The actual composition of the household is reduced in size as the 

younger members leave the village for towns and cities to seek additinal 
schooling, training or jobs. With the young people away, the joint family 
may still be three generational and, therefore, structurally joint, but 
functionally it becomes quasi- joint as fewer of the duties are shared. 
The degree of jointness will depend, according to the view of some 
scholars in this field, not upon the actual members represented in the 
household, but upon the extent to which the bonds of affection, 
dependence and responsibility are retained by those who have moved 
away from home. It is contended that even after these young people 
have married and established their own homes elsewhere, many still 
retain ties with their family’s home and enterprise and thus remain a 
part of the original joint family. Familism is an -ism in all societies; 
parents assist their children to get started as adults in all walks of life. 
Brothers and sisters recognize greater obligations to each other than 
they do to other persons. Family obligations in India are honoured 
above all the other obligations. 

The difference in general attitude between parents and students 
is sometimes attributed to the decline of authority of parents over their 

children. About 72 per cent of the students and 63 per cent of the 


parents feel that boys behave as if they were not under the control of 
their parents. 


Educational and Career Aspirations of Generations 

The present discontent among the student community has been 
attributed to the defective education system and the undue emphasis 
on general education to the students rather than preparing them for a 
career. There is a divergence of opinion on this problem between the 
parents and the students. An overwhelming majority of parents (61 per 
cent) think that the university should give general education, while only 
31 per cent of the students endorse this view. Indeed 52 per cent of the 
students are of the opinion that the aim of university education should 
be to impart professional education.to prepare them for a career. 

There is a growing feeling that the standard of education has 
declined considerably but this concern is not as strong among the 
parents, as 52 per cent still feel that the standards are good. Similarly, 
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48 per cent of the students feel that the standards are indeed poor. 


Choice of Occupation 

The parents tend to prefer secure professions and jobs for their 
sons, but the students give top ranking to employment in industry and 
the armed forces. 

The respondents were further asked what they expected to get 
from jobs. It is surprising that, contrary to the common belief, money 
was ranked third in order of importance both by the parents and by 
students. Students ranked work satisfaction first while the parents 
placed primary importance on status factors. 

Itisa common beliefthat a high value is not placed on competence 
in India. Most of the youngmen, who do not succeed in getting suitable 
jobs, feel frustrated and attribute their failure to corruption and 
nepotism. Only 38 per cent of the students and 33 per cent of the 
parents feel that competence is an important factor; 44 per cent of the 
students and 36 per cent of the parents are of the opinion that success 
depends on contracts, while 31 per cent of the parents and 18 per cent 
of the students attributed success to luck. 


Generational Marital Attitudes 

The authoritarian pattern of the Indian family leaves very few areas 
of choice and decision to the younger generation. Most decisions are 
taken without reference to the young members of the family. This 
creates friction in the family and often leads to discontent and strained 
relationships between parents and their children. The parents want to 
choose the spouse for their children in consultation with the latter; only 
of the students want to select their spouse themselves and 
34 per cent hold sway, inclines them towards giving a paternalistic role 
to the government, but with the qualification that the cooperation of 


thhe people should be secured. 
How do the two generation 
development? The survey showed t 
62 per cent of the parents gave top priority to economic development, 
while social welface activities were stressed by approximately 46 per 


cent of the former and 36 per cent of the latter. 


To sum up this study we analysed differences in the attitude of two 
familial 


generations in terms of education and career aspirations, 
attitudes, authority pattern, and national and political goals. The area 


of inter-generational conflict is very subtle and complex, as it is difficult 


8 per cent 


s view the priorities of national 
hat 50 per cent of the students and 
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to find areas of conflict and pin- point them, since areas tend to merge 
and give a diffused picture. This is not due to our method of analysis, 
but primarily to the attitudinal responses of the generations. No single 
generation is exclusively progressive, conservative or regressive. There 
are areas where they tend to converge and areas where they tend to 
diverge. The inter-generational conflict should be seen as an ongoing 
process of social change and continuous socialization. For example, we 
should not assume that the older generation has already spent its force 
and is incapable of further learning and changing. Since the evidence 
suggests that over the past years the younger generation has developed 
some value framework for its behaviour, modification of traditional 
values and behaviour may increasingly influence the values of parents 
in the direction of liberalism. It may become increasingly difficult for 
many parents to hold their children to a set of conservative values. 

. . The SOS counselling services should enable the youth to exercise 
right and correct choices to meet their educational and career 
aspirations as well select a life partner to lead a happy life and 
contribute effectively in building the nation. 

IV 


GRIM FACTS 


As already stated the United Nations has defined youth as young 
men and women between the ages 15 to 24. On this basis there were 
738 million youths in the world in 1975. It is estimated that there will 
be 1180 million by 2000 - an increase by 60 per cent since 1975. In the 
less developed nations of the world, the increase will be at the rate of 
80 per cent. The youth population of the three major regions of the 
world - Africa, Asia and Latin America - will almost double by 2000. 
The increase of youth population will have serious implications for 
economic growth and social progress. 


Enrolment in Education 

Though universal education was guaranteed by the constitution 
under the Directive Principles which stipulates "free and compulsory 
education for all children", this goal has yet to be realised after 43 years 
of our freedom and development plans. Between 1951-81 the number 
of illiterate increased from 3009.5 million to 425.52 million. According 
to 1981 census 45 per cent of girls in the 6-14 age groups, over 75 per 
cent in the 12-14 age group and over 85 per cent in the age group of 
15-17 were not enrolled, for boys the corresponding figures were 20 
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per cent, 57 per cent and 71 per cent respectively. What is, more 
disturbing is that, of the primary school enrolment only 23 per cent 
reach VIII standard i.e., the middle school. The rest drop out for varied 
reasons. Of the students who complete the primary school, only 50 per 
cent come to the high school classes. Only about 22 per cent of the 
relevant age group of the population come to the 10th and 11th class 
level. Among these only 30 to 40 per cent pass the high school. It is 
stated that only 4.8 per cent of relevant age group is enrolled in the 
higher education. 

For the youth that completes the high school, the current system 
has made provision for education and preparation for careers in two 
different ways. The first is vocational education, a project that has 
miserably failed. The New Education Policy paper notes that 
vocational education has remained "marginal". The courses started 
with little imagination and poor where-withal have also lacked in 
prestige and attracting power. 


Enrolment in Higher Education 

The student enrolment in higher education increased from a low 
level of 0.556 million in 1960-61 to as high as 3.538 million in 1984-85. 
That is more than six (6.4) times between 1960-61 and 1984-85 over a 
period of 24 years. But the share of enrolment in general education was 
as high as 83 to 85 per cent while it was just around 9 to 10 per cent in 
case of technical and professional education and remaining five to 
seven per cent was in law and other areas. 

Studies show that the average social rate of return for the primary 
educated person as compared with illiterate was 16.0 per cent, for 
middle school after completing primary school was 13.3 per cent, for 
secondary (matriculate) educated after completing middle school was 
13.1 per cent, for enginecring college as compared with secondary 
education was 17.4 per cent and for college (B.A. & B.Sc.) as compared 


with secondary was 10.3 per cent. 
The other factor to be observe: 
Higher Education in India were from thetop g 
groups. Further students from these groups tend to remain longer in 
the education system than those from lower income. The dichotomy in 
educational system we have today, with a small number of institutions 
providing quality education to the elite and a vast number of poorly 
equipped low quality affiliated institutions catering to the masses 
accentuates and perpetuates the socio economic imbalances. 


d is that 80 per cent of students in 
30 per cent of high income 
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Employment Position 

The youth cling to colleges and universities moving from one 
course to another, seeking temporary relief from the misery of 
unemployment. For the majority of the youth of our country, the 
currently obtaining economic and educational system give only partial 
or nil satisfaction to their aspirations. The alien ruler keptthe economy 
mostly as an agrarian economy and during that period the bureaucracy 
gained high prestige. Dignity of labour lost its meaning. The blue collar 
worker did not receive either adequate remuneration or respect in 
society comparable to that of the white collar worker. 

The economy is not expanding and cannot provide white collar 
jobs to all the youth coming from out of colleges and university 
departments. The lot of majority of the youth is by and large bleak and 
full of frustration. 

Unemployment in India in general and amongst youth is not going 
to vanish from our midst soon even with the introduction of 
"right-to-work" by the Government. 

The organised industry today employs 7.4 million people while 
Government actually employs over 24 million people. The Public 
Sector has shown a paltry return of 1.5 per cent gross return on 
Rs.2,80,000 crore investment. Even a modest return on investment of 
Say 6 per cent would generate profits of around Rs.16,000 crore per 
annum i.e. five times of annual income revenue from personal income 
tax or about 20 per cent of the Government's expenditure. The 
Government is a giant machine with a multiplicity of breaks but no 
acceleration. 

Let us turn to our employment exchanges which are supposed to 
keep the record of unemployed people. In 1987 out of 30 million 
unemployed registered in exchanges only one per cent got 
employment. In regard to women's employment it is recorded that only 
14 per cent are full time employees, of which 90 per cent work in the 
unorganised sector, with 83 per cent in agriculture and construction. 
The industrial policies of the Government on modernisation and 
mechanisation have resulted in a drastic decrease in the employment 
potential of the women. It is unlikely that this position will improve and 
change, unless the mode of industrial development does, 

The main objective of the Eighth Plan is on employment 
generation. The Seventh Plan closed with 100 million people still 
unemployed. During the 1980s, employment has been growing by less 
than two per cent while labour force growth has been 2.5 per cent. In 
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addition, the rate of growth of employment has been falling from 2.82 
c eent between 1972 and 1977 to 1.55 per cent between 1983 and 
An interesting feature of employment is that it is mainly 
concentrated in the public sector. Between 1980 and 1988, employment 
in the public and private sectors grew by 21.5 per cent and 2.2 per cent 
respectively. The' unemployment rate is given in the following table. 


The Unemployment Rate 
Ages Rural Urban All 
15-29 4.54 13.39 6.54 
30-44 0.66 1.55 0.86 
45-59 0.40 1.03 0.53 
All ages 2.15 6.35 3.04 


The Eighth Plan's target rate of G.D.P. growth of 5.5 per cent and 
employment of 3 per cent will go a long way towards tackling this 
growing problem, provided simultaneous restructuring of the 
production takes place. Growth should be engineered for employment 
(such as construction) and in those areas where the potential for rapid 
growth exists (for instance in services). 

The major problem that continues to haunt the youth of our 
country is unemployment. Where do the millions of out-of-school 
youth go? What do they do? As a generation, the youth has an 
extremely bleak future. And perhaps young women are further 
disadvantaged. 

There is a great belief that education, if vocationally redirected, 
will persuade young people to guide their future employment to be 
more appropriate, to development needs. Appropriate, 
vocationally-based education may relieve the condition of the 
unemployed - but it does not create new employment. The problem is, 
essentially, an economic one - one of insufficient work opportunities. 

The Council of Scientific and Industrial Research found that the 
average period of waiting for a male graduate before obtaining 
employment was 12.9 as against 14.8 months for a female graduate. 
While a male graduate in engineering had to wait on an average for 
114 months, a female graduate in arts had to wait for 16.0 months. The 
corresponding waiting period for a male diploma holder in engineering 
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and technology came to 16.3 months. The position of certificate holders 
was still worse, the duration of the waiting period being more than 20 
months.This excludes the others who never get any job and have to 
hobo and fend for themselves. 

The most surprising part is that despite such dismal position of 
employment opportunities for degree and diploma holders no serious 
debate over the relevance of the curricula in each course to the job 
market is done in the institutions that turn out graduates and to 
technical personnel on the one hand and the prospective and actual 
employers of such personnel on the other so as to determine what 
needs to be modified, abandoned or adopted to improve the 
employability of the product. 

The Centre for Policy Research in its studies have found 
inadequacies of our educational system which does not provide 
professionally qualified personnel for a number of vacancies available 
in government and non government organisations. The nationalised 
banks would require 100,000 steno-typist and 50,000 officers. But if one 
has to go by past experiences even half of the competent and suitably 
qualified personnel would not be available. The computer would alone 
need 100,000 computers experts to man the computer services. The 
present situation is that computer organisations are not able to find 
even 80,000 computer scientists badly needed for them. The main 
reason is that educational institutions have not yet risen to the occasion 
to meet the needs of the modern India. 

The question of the desirable mix of theoretical and practical 
cducation or of desirable quantum of on the job orientation has seldom 
been blessed with nation wide debate. Similarly, the desirability of 
varying the total period of training on education to suit market demand 
has failed to receive appropriate attention. 

vV 


ROLE OF S.O.S. 


Youth resort all kinds of anti-social activities including drug 
addiction out of frustration arising from valueless and purposeless 
education. 

A permanent solution to the problem lies in taking steps to reduce 
frustration among the youth by offering them proper education andjob 
opportunities. Besides, measures to rehabilitate the youth and bring 
them back to society are also vital. 
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Constructive Channels 

The imperative need of SOS should be to provide constructive 
channels for the creative urge of the youth and opportunities for the 
youth participation in the process of national development. 

The various activities io be developed in the SOS villages are 
broadly classified under the following categories: 

i. Programmes which benefit the youth directly, and 

ii. Programmes beneficial to the community in which the youth 
take the leadership. 

The SOS villages should primarily aim at developing in the youth, 
scientific attitudes, and promote a fuller appreciation and positive 
commitment to the national objectives of democracy, socialism and 
secularism. Facilities should be made available for development of 
sports and games, creative activities, constructive use of leisure time 
and participation of youth in the task of nation building. The principal 
activities can be classified as under: 

i. Informal education for all categories of youth including out- 
of-school youth, youth participation in removal of illiteracy, 
organisation of adult education programmes, establishment of science 
museum, library services and hobby workshops for science. 

ii. Organisation of competitive sports and games, and physical 
education, search for talent in rural and urban areas in cooperation 
with the authorities responsible for sports at the district and state levels 


including voluntary organisations; 
iii, Programmes of social and community service involving both the 


SOS students as well as other student youth. 
iv. Cultural activities through participation in performing arts, 
community singing, theatre and other activities conducive to promote 


national integration. 
It follows from the foregoing organisational structure that the role 


of the youth workers essentially is one of considerable responsibility 
which calls for initiative, drive and a proper appreciation of the 
problems and needs of youth. While working with student youth is 
comparatively easier and there are in facta number of on-going student 
service programmes, youth work related to the SOS youth is beset by 
several problems, Problems of these youth vary considerably from 
those relating to other youth, In fact, these youth need special attention. 


Guidelines 


The youth worker has to address himself to the needs and 


198 Planning Indian 8th Plan 


requirements of youth of the villages. The following guidelines may 
perhaps serve a useful shopping list in tackling the initial tasks and 
responsibilities to which the youth workers need address themselves: 

i. Identification of young people with initiative and leadership 
qualities who may be assisted to take the initiative for the Schemes and 
programmes to suit their talents and skills; 

ii. Identification of the different agencies both Governmental and 
non-governmental which undertake development programmes at 
different level and effective liaison with all the functionaries so that 
their help and support can be obtained for the various programmes; 
and 

iii. Identification of opportunities for self-employment which 
involves an effective liaison with the Government agencies for 
employment and training, for cxample polytechnics and ITIs, industrial 
establishments in the medium and small Scale sectors financial 
institutions promoting self employment endeavours as well as 
opportunities in the tertiary sector representing labour- intensive 
activities. 

People’s participation in programmes of this type of national 
development is of paramount necessity in a democratic set-up. Efforts 
should, therefore, be made at evolving a joint partnership between the 
youth and the local and national community, so that the youth could 
take the leadership for formulation and implementation of the 
programme, and the community could lend its support and assistance 
to these programmes. To ensure success of such a sensitive 
programme, involvement of all sections of youth in the planning, 
organisation and implementation ofthe programmes undertaken atthe 
SOS villages is a factor, which has to be given priority over all other 
considerations. The youth workers should ensure the following: 

i. Involve the youth in programme-planning as well as its 
implementation; and 

ii. get the local community interested in the activities of the S.O.S. 
so that its support and assistance could be obtained to maintain these 
programmes. 

For organising programmes and the activities in the villages all 
efforts should be directed to make a complete survey of the existing 
Opportunities and to make full use of the available local expertise, 


Creation of A Special Fund 3 
An important problem which concerns young people is 
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unemployment. Since generation of employment opportunities would 
normally come within the purview of the investment plan, it is essential 
to create a special fund in respect of creation of employment 
opportunities. What perhaps the workers and the villagers can do is to 
carry out a survey of existing opportunities for employment including 
self-employment as well as identify the training that is needed to equip 
the youth with skills to enable them to do certain specialised jobs. 

The worker can also serve a useful purpose in bringing together 
employers, the youth as well as the promoters of self-employment 
endeavours like financial institutions and nationalised banks, to help 
young entrepreneurs to gainfully employ themselves. Assistance can 
be availed of the scheme to promote self employment endeavours 
undertaken by the State Government or by any registered voluntary 
society involvinga partnership of industrial and business organisations, 
financial institutions and social service organisations for training 
schemes eventually leading to self-employment. This would require a 
thorough survey of employment opportunities and training 
requirements and effective liaison with the various governmental 
agencies for employment and training at different levels. 

Ineed hardly emphasise that the pathetic condition of employment 
market calls for a creation of special fund aimed to guarantee gainful 
employment to each member of the SOS community. The fund should 
be able to meet the need of each of the member to suit his/her talents 
and aspirations. : 

The role of the youth worker is indeed a challenging one. It is 
multi-functional and the worker has to display a sense of innovation 
and initiative in formulating programmes and in implementing them. 
His work essentially is an inter-agency function involving effective 
coordination of various agencies by involving both governmental and 
non-governmental. And what is perhaps more important than their 
intrinsic worth is the ability to encourage the young people to help 
themselves and take leadership for their programmes. This approach 
must permeate both the preparatory and participatory aspect of 
involving youth in the programmes and activities to be undertaken 


through the villages. 


Establishment of an Employment Cell: 
The Fund would enable to establish 
objectives of the cell are: 
1. To establish regular contac 


acellto the SOS Villages. The 


ts with the industry and other 
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agencies; 
2. to identify training needs. 
3. to modify training programmes to suit the requirements of the 
industry/organisation; 
4. to make placements to get the youth absorbed; 
5. to provide seed money to get youth self employment; 
6. to give guidance and help in marketing the goods; 
7. to do liaison work; 
8. to provide counselling services to the youth; 
9. to do regular follow up and evaluation to keep up with the 
changing times. 


VI 
COMMUNITY APPROACH 


. Ishall like to treat SOS villages as a community. The people should 
identify themselves with this community as individuals, groups and 
Workers. They should have identity of goals, and engaged in a mission 
to provide all the help as a trustee of children to provide them better 
future and to really make them feel that they belong to the community 
which is unique in nursing, nurturing and socialising them to become 
good citizens of not only the country of their origin but also of world. 

The quality of participation in this community will depend on what 
personal satisfactions he or she derives from it, and what limits it places 
on his or her autonomy and rationality. In order to meet the needs of 
the members the workers engaged in these tasks to achieve the goals 
of SOS community would require to maintain a detailed observational 
record of each member of the community. A worker should be 
philosopher, guide and friend of the youth as elder brother or sister, 
The participation should be a two way traffic and all decisions should 
be arrived at through mutual discussions and dialogues. The basic 
principle in decision-making process should be on what is said rather 
than who has said. 

High morale of SOS community will depend on three basic 


elements. 

1. Commitment’ the importance to the individual of his/her 
membership in the community and his/her willingness to contribute 
and sacrifice for it; 

2. Inter-Personal relations, the extent which the individual 
participation is sustained by sociability, friendship and loyalty. 
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3. Rationality, the extent to which the individual preserves his/her 
capacity to make independent judgement and to take autonomous 
action towards solving his or her problems as a youth. 

The model of community cannot even be approximated by most 
special purpose organisations neither by interest group nor by 
bureaucratic organisations or mass organisations. An interest group is 
an association formed to achieve some purpose. From the stand -point 
of the members, the organisation is purely a means. Commitment does 
not go beyond what is required for the task at hand. Inter-personal 
relations is low, since the members may seldom meet. Rationality is 
high and consists in the search for the best means of attaining the 
organisation's limited purpose. 

The members in bureaucratic organisation is in some degree 
subject to the discipline of the organisation and is dependent upon it 
in important ways. Here a certain kind of commitment - practical rather 
than emotional - is relatively high. Inter-personal relation tends to be 
low because, in principle, participation is segmental; people are 
brought together to perform specific duties. Rationality is diminished, 
relative to simple interest group, because to a considerable extent the 
individual must subordinate his own aims to the aims of others, and 
may not see the connection between his own contribution and the 
purposes of the organisation. E 

The members have little relation to each other in a mass 
organisation. They are bound together by a shared attachment to a 
leader or to a belief or usually to both. The members may come 
together in meetings, but mainly they are interested in uniting under a 
charismatic leader. As a result, the mass organisation shows a high 


emotional commitment combined with low inter- personal relation and 


low rationality. Rationality is low because the members are subject to 


manipulations by leaders. i 
In the community all three elements assume high values. 


Commitment is high because the community stimulates and builds 


cterly, friendly, informal groups and family ties. 
Ratio E CRM e : community differs from 


Rationality is high because participation in a co ity diff ; 
interest-group rationality, since the community participation E 
strike a balance between a number of goals and values. He 5 ` e 
cannot be single-minded, and participation 1s not segmental but 


holistic. - x22. 
These three elements as discussed in above paras are give! 


following chart: 
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Type of Commitment  Inter-personal Rationality 
Organisation Relation 

Interest 

group Low Low High 
Bureaucratic Tm 
Organisation High Low Medium Low 
Mass 

Organisation High Low Low 
Community High High High 


To sum up, the four basic goals of SOS should be (i) vanguard or 
innovator, (ii) advocate, (iii) value guardian and (iv) of service provider 
to the youth and children in need to provide them employment, shelter 
and protection to grow up as worthy citizens of this country as well as 
of the world. 

The UNICEF report has rightly emphasised that children should 
have the "first call" on society's concerns and lack of widespread 
acceptance of this principle has exposed millions to illiteracy, 
malnutrition and ill helath. The adults world’s excesses such as 
extravagant military spending, wrong economic priorities and low 
investment in human resources should be reversed. 

In order to provide better future to youth of SOS villages a special 
fund should be created so that the workers of the SOS are able to meet 
their commitment towards youth. For the success of non-institutional 
services provided by SOS requirement of large scale mobilisation of 
the community resources is essential besides taking up education and 
awareness programme through mass- media and voluntary 
organisation. 

The community coming together for help to other members can 
be observed from the world of ants. When a lump of sugar is left, we 
can sce thousands of ants collecting to share it. Crows too feed together 
when something to eat is found. But man is basically selfish and does 
not usually spend on noble needs. I, however, hope that the cause and 
concern taken and accepted by SOS would invoke positive response 
from citizens of the world to come to the help of their needy brethern 
and sisters. 

The problems of children and youth are deeply rooted in the 
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psycho-social, political and institutional arrangements. A 
conceptualisation based on the recognition of inputs such as welfare, 
nutrition, education, social security and others will have to, therefore, 
condition our policy choices and programme development. 


10. 


UT. 
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PART - VI 


PUBLIC FINANCE 


Chapter 16 


PUBLIC FINANCE 


K.S. Ramachandran 
(Assisted by P.Vaidyanathan, Subhas Chand and Ranbir Singh). 


A CRITICAL AREA 


pi Finance is a critical area of the development process. The 
viability of the planning effort is heavily dependent on the 
efficiency of variables which constitute the broad sector of public 
finance. The latter itself is determined by how efficiently the economy 
is managed. 

The Ninth Finance Commission in its final report for 1990-95 
corresponding to the Eighth Plan period deals in all seriousness with 
the challenges in the field of public finance. In its view, "the incurring 
of revenue deficits on a large scale year after year implies an infraction 
of one of the fundamental principles of sound public finance in any 
economy, particularly in a developing economy. A large revenue deficit 
implies dissaving on government account (although the amount of 
dissaving according to national accounting may be somewhat different 
from the figure of revenue deficit) and the use of savings of other 
domestic sectors or savings borrowed from abroad for financing 
government's consumption expenditure". This deserves urgent 
attention. 

The total liabilities of the Central Government (internal and 
external) has grown from Rs.19,193 crores on 31st March 1971 to 
Rs.229,771 crores on March 31, 1989. It is expected to have risen to 
Rs.266,913 crore revised estimates(R.E.) by March 31, 1990 and is 
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further budgeted to go up to Rs.306,876 crores by end March, 1991. Of 
this, Rs.275,025 crores would constitute the total internal liabilities. 
The indebtedness of the states has increased from only Rs.8,749 crores 
as on March 31,1971 to Rs.91,053 crores (R.E.) by March 31, 1989. This 
total includes Rs.56,079 crores (R.E.) loans advanced by the Central 
Government to State Governments (to Governments of Union 
territories excluded). Excluding this, the combined indebtedness of the 
Centre and States amounted to Rs.264,745 crores at the end of 1988-89 
since 1984-85, the debts have been growing rapidly. In the last few 
years, they have been growing at the rate of Rs.35- 40 thousand crores 
annually. The ratio of public debt to GDP which stood at 48.9 per cent 
on March 31, 1981 rose to 54.9 per cent on March 31, 1985 and is 
estimated to have risen to 67.7 per cent on March, 31, 1989. 

An important principle of fiscal policy enunciated at the very 
beginning of the planning era was that there should be positive and 
rising savings on government account, i.e., increasing surplus in the 
revenue budget in order that government also could contribute to 
raising the rate of savings in the economy. The First Plan 
stated...."public savings, as distinguished from private savings, personal 
or corporate, must be developed steadily. The financing of investment 
through public savings would help to ensure a pattern of development 
in consonance with accepted social criteria’. This very principle was 
reiterated in the document of the Second Plan. The massive increases 
in taxation that have been brought about through successive Plans were 
intended to implement the above-mentioned principle of financing a 
part of public investment through the creation of revenue surpluses. 
However, the principle has been gradually eroded by allowing revenue 
expenditures to grow faster than revenue receipts in spite of the 
steadily increasing tax ratio. 

Another related disquieting feature of recent public finances in 
India is the rapidly growing public debt. A large part of investment by 
departmental and non-departmental enterprises financed by the 
government did not yield sufficient returns but in fact resulted in losses. 
In addition, the practice of the government taking over loss-making 
private enterprises to prevent their closure and then financing them 
through public borrowing, the growing revenue deficits and the 
non-recovery of a substantial part of loans to public enterprises and 
others on which even interest is often not collected have together led 
to an alarmingly rapid growth of public debt, especially in recent years. 
And in the process if the social objectives have been served at all, the 
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cost has been highly disproportionate. The Ninth Finance Commission 
could hardly have been more forthright. 

As a result of the growth of debt on the one hand and inadequate 
returns from the use of the borrowings on the other, the burden of 
interest payments on the budget has naturally been rising. Between 
1974-75 and 1986-87, interest payments increased at 16.9 per cent per 
annum in the case of States and at 20.3 per cent in the case of the 
Centre. ( The debt of the States has been growing at 15.4 per cent per 
annum and that of the Centre at 18.9 per cent). As of 1988-89, net 
interest payments constituted 30.4 per cent of net borrowings for the 
States and 37.4 per cent for the Centre. In 1989-90, the proportion of 
net interest payments to net borrowings at the Centre is put at 48.5 per 
cent. However in gross terms the situation is quite worrying, as I noted 
in my work, "Drowned in debt" (Vikas, 1989). 


VICIOUS CIRCLE 


The vicious circle of excessive growth in revenue expenditure, 
meagre or negative returns from public enterprises, growing revenue 
deficit and large scale public borrowing resulting in a massive rise in 
interest burden and in turn, accentuating the revenue deficit leading 
to higher borrowings, must be broken, the Ninth Finance Commission 
rightly emphasises. The first task must, therefore, be to restore balance 
in the revenue budget. The suggestion contained in one of the terms of 
reference given to the Commission, that the Commission should keep 
in view the objective of not only balancing the receipts and expenditure 
on revenue account of both the States and the Centre, but also 
generating surpluses for capital investment is in line with this objective. 
As rightly pointed out in the Second Five Year Plan document, once 
expenditure is classified as revenue and capital items, revenue 
resources must be found to meet the recurrent needs. In our system 
where Finance Commissions are appointed every five years 
recommend appropriate revenue transfers to States. Large and 
continuing revenue deficits are indefensible either on principle or on 
Practical grounds. A preliminary document outlining the approach to 
the Eighth Plan prepared by the reconstituted Planning Commission 
more or less takes the same line when it seems up to the challenges in 
the area of public finance. 

The overall rate of domestic savings has not risen in the measure 
Projected: in point of fact it has declined despite the "alleged" 
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improvement in overall growth performance. The record in respect of 
public savings is distressingly poor; At the beginning of the decade, the 
Centre and the States together had a surplus, even if modest, on their 
revenue accounts. But this situation has changed dramatically. The 
revenue account went into deficit in 1983-84 and the magnitude of 
deficit has increased progressively to Rs.13,854 crores in 1988-89. It 
has worsened in 1989-90. The Government is thus borrowing 
increasingly large amount to meet even its current expenditure. 

The public enterprises having failed to generate surpluses in the 
measure assumed despite substantial price revisions for their products 
and services - even the moderate growth of public investment has had 
to be financed mostly through borrowings from the public and from 
the Reserve Bank. Internal public debt has grown much faster than 
projected. This, together with the raising of interest rates on market 
borrowing has led to a phenomenal rise in interest payments; and 
dependence on borrowings from Reserve Bank has reached alarming 
proportions. About 30 per cent of the seventh Plan outlay has been 
financed in this manner. 

The Ninth Finance Commission's final award covering 1990-95 has 
a bearing on the state of public finance during the Eighth Plan period. 
The overall revenue position of States and Centre as per the award is 
as follows: 


(Rs.Crores) 
Total 
1990-91 1991-92 1992-93 1993.94 1994-95 1990-95 
1.States' Gross 


Surplus(+) 2536 3631 4943 6813 8834 26757 
2.States' Gross 

Deficit(-) 2517 1825 1164 746 633 6885 
3.Centre's 

Deficit(-) 8520 7600 6480 4935 3103 30638 
4.Net Total(-) 8501 -)5794 -)2701 (4)1132 +)5098 -)10766 


Both in the States and the Centre, deficit levels are estimated to 
come down steadily. In the last two years of the Eighth Plan, there will 
be a net surplus in the overrall revenue account. In 1994-95, the net 
surplus consists of a gross surplus of Rs.8834 crores in 21 States a gross 
deficit of Rs.633 crore in 4 States, and a deficit of Rs.3,103 crore in the 
Centre’s revenue account. 

It may be seen that the net overall revenue deficit in the States and 
the Centre together for the five year period (1990-95) is Rs.10,766 
crores. The Ninth Commission noted that the States which have deficits 


Public Finance 211 


will have to divert their borrowings to meet their part of the revenue 
deficit. However, the position that emerges from the Commission's 
recommendations (particularly regarding developmental grants to 
partly meet the Plan deficit) is substantially better than the position 
those States would find themselves in if, as before, only non-plan 
deficits were tackled by the Finance Commission. But this is something 
that I cannot accept readily, considering that Finance Commission's 
awards in the past failed to have the impact on centre-state finances as 
was projected. 

However, the Ninth Commission believes that it has done a 
wonderful job and deems it reasonable to expect the deficit States to 
make some efforts to fill their remaining overall revenue account gap. 
If they do that and reduce their revenue deficits substantially from the 
levels assessed by the Commission, the Planning Commission may 
consider giving them special long term loans to cover a part of the 
remaining revenue deficit so that only a minor part of the overall 
revenue deficits of those States will have to be met by diverting their 
normal borrowings. "The final report says that the Planning 
Commission will also have money to spare because of its own diligent 
pursuit of a Normative Approach. 

Control of growth in public debt is an essential element of a 
Strategy to promote a sound environment pertaining to public finance. 


PUBLIC DEBT 


Dr. S.R.K.Rao, formerly the Principal Economic Advisor to the 
Reserve Bank of India, and the first Indian economist to warn of the 
emergence of aninternal debt trap in a lecture delivered at the auspices 
of the Forum of Free Enterprise on August 31, 1988 had dealt with 
several aspects of the imposition of a ceiling on Government 
borrowing. These deserve recalling in the context of an announcement 
by the ex Union Finance Minister, Prof Madhu Dandavate in 
Parliament in the Course of his reply to the 1990-91 budget debate that 
the Government would, if necessary, invoke Article 292 of the 
Constitution to subject itself to a ceiling on borrowing. Significantly, 
the urgency of a ceiling arises from Prof. Dandavate's own proposal in 
the 1990-91 Union Budgetto enhance the Centre's capital receipts, net 
of external grants, during 1990-91 to Rs.29,391 crores from Rs.23,693 
crores (revised estimate) in 1989-90. Centre’s market borrowing during 
1990-91 is set at higher level, Rs.8000 crore from Rs.7400 crore in 
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1989-90. Prof.Dandavante’s counterpart in the previous Government, 
Mr.S.B. Chavan described as jugglery the recourse to enhanced capital 
receipts to reduce the budgetary projection of the overall shortfall. But 
Mr.Chavan himself had refused to go on record on the fiscal policy 
implications of increase in capital receipts years after year in an 
exlusive interview to the Financial Express in January 1989 while he 
was willing to be quoted on other areas of fiscal policy. 

To return to Dr.Rao, he had posed the following question: "At 
what level and how the ceiling should be fixed? Whether the power to 
raise the ceiling level "under exceptional circumstances" be denied to 
Parliament? He also warned, "exceptional circumstances is a Cindrella 

- phrase which cannot be strictly defined in statute books. In that context, 
Dr.Rao had asked (quoting Juvenal, the second century Roman satirist 
and cost) "Quis custodist ipsos custodes? -who will guard the guards 
themselves"? 

The CAG in his report for the year ending March 31, 1989 (No:10 
of 1988 -Union Government -Civil) dealing with public debt also 
referred to fixation of a ceiling. The report noted that fixing of certain 
limits on the borrowing power of the Government under Article 292 of 
the Constitution had been recommended by the Public Accounts 
Committee of Parliament thrice in 1962-63, 1964- 65 and 1965-66. 
However, the Union Ministry of Finance in a note to the PAC said that 
the provisions embodied in the Constitution were permissive, not 
mandatory. It further pointed out in February, 1986, "no real advantage 
would be secured by prescribing statutory limits on Government's 
borrowings and that such limits, if imposed, would not only not result 
in greater control, but might on the other hand hamper the flexibility 
at present available". 

Clearly, Prof.Dandavate now thinks otherwise, but he should know 
that fixation of the ceiling is the easier part of the task of financial 
discipline. Efficiency need not be improved simply because North 
Block has chosen to invoke Article 292. The Government, of the Centre 
and States, must not only spend less and less but also get more and 
more out of the reduced growth in expenditure. This calls for both 
political will and administrative competence. It is not enough to lay 
down the ground rules. 

The award of the Ninth Finance Commissionis important to sound 
public finance over the Eighth Plan period as much because of its 
projection of an overall revenue surplus of the Centre and States 
together emerging in the last two years of the plan as for the reason 
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that the Commission, unlike most of its predecessors, has normatively 
assessed the total revenue expenditure both plan and non-plan, and 
worked out the total revenue receipts that could be raised during the 
period 1990-95. 


BUDGETARY DISCIPLINE 


The final report says that the approach adopted by the 
Commission would result in a degree of discipline being imposed on 
the budgetary operations of the State Governments in the following 
manner: 

First, the volume of Central transfers has been determined on the 
basis of a normative assessment of revenue receipts and revenue 
expenditure and this places a limit on possible increase in expenditure 
without additional resources being mobilised. Second, the Ninth 
Commission has not attempted to fully close the non- Plan capital gaps 
of the States and as such the States would have to observe extreme 
caution in incurring additional debt, especially for financing revenue 
expenditure. Third, the overdraft facility with Reserve Bank of India 
means that the Centre can incur additional debt to finance expenditure 
in excess of norms without raising additional revenue resources of its 
own. The Commission urged that the Central and State Governments 
should be treated in a similar manner with regard to fiscal discipline. 
Itrecommendedin the final report that a convention should, therefore, 
be developed limiting the extent of deficit financing by Central 
Government, in any given year, to an amount to be determined in 
consultation with the Governor of the Reserve Bank of India on the 
basis of certain objective economic criteria to be clearly laid down in 
advance. The Commission wanted that suitable guidelines and criteria 
for determining the permissible amount of net RBI credit to 
Government be devised jointly by the Union Ministry of Finance and 
the Reserve Bank of India. It will also be necessary to predetermine 
the permissible peak level of RBI credit to Cenral Government at any 
point of time, in the course of the year, the final report noted. 

Inthe interim report, the Ninth Commission had stated that in the 
report for the period 1990-95, it would indicate in some detail the 
changes in fiscal policy and practices needed to bring about a situation 
of balance in the revenue budgets. Fiscal experts are agreed that the 
sine qua non for controlling the growth of revenue expenditure is the 
avoidance of inflation. This, in turn, requires strict limits to be placed 
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on deficit financing in the sense of net RBI credit to the Central 
Goverment. Therefore, the first basic change in fiscal policy required 
according to the Ninth Commission is that the extent of deficit 
financing permissible in a year should be first determined in the 
manner suggested by it. If under certain extraordinary circumstances 
the agreed upon limits of credit from RBI are to be exceeded, the 
matter should be discussed in Parliament and its approval obtained. 

Second, the criterion of efficiency must be given a much larger 
weight in the pursuit of fiscal policy. Access to funds without conditions 
or definite limits, based on economic principles referred to in the final 
report will lead to erosion of responsibility and efficiency. It is, 
therefore, necesssary to link performance with access to funds. 

Third, the Commission suggested certain specific steps for 
bringing down the rate of growth of revenue expenditure in the 
immediate future: 

(a) As the budgets are over-burdened and resources are scarce, 
Government would have to shed some activities. This calls for the 
application of Zero-based budgeting. Each Ministry and Department 
at the Centre and State should be asked to order its activities according 
to its own scheme of priorities keeping in view certain guidelines to be 
issued by the respective Cabinets. Five per cent of each Department's 
work (measured in terms of share of revenue expenditure) which is of 
the lowest priority according to its own evaluation should be given up. 
The surplus staff created by this procedure would be kept available for 
re-location in other areas where activities might have to be expanded. 

(b) There has been a fairly fast growth of employment in the 
goverment sector, particularly at the State level. Between 1979- 80 and 
1988-89, employment in the government sector, taking all States 
together, grew at the rate of 3.6 per cent (for the major States alone, 
the corresponding figure is 3.3 per cent). The result has been 
burgeoning increase in the salary bills. Therefore, it is essential 
according to the Ninth Finance Commission to prevent the growth of 
Government sector employment. There should be no increase in 
employment in the Government sector (Centre and States) during the 
Eighth Plan period and the revenue Plan expenditure of the Eighth 
Plan should consist only of expenditure on materials except in relation 
to additional schools and hospitals to be started under the Plan. If 
expenditure on additional staff is incurred in respect of such Plan 
schemes, that must be adjusted within the non-Plan budget. 

(c) Special efforts must be made to plug leakages in the 
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Departments incurring heavy expenditure on materials such as 
Electricity, P.W.D., Water Supply, Medical and Public Health. 
Considerable money could also be saved through economy in 
inventories and stores. 

(d) The phasing out of the revenue deficit would reduce the rate 
of growth of public debt and, hence, the rate of growth of interest 
payments. In addition, some other measures are needed to slow down 
the growth of public debt. One ofthese is to reduce budgetary support 
to public enterprises, i.e., financing of public enterprises should be 
taken out of the budget as far as possible. Budget support would, of 
course, have to be extended to key infrastructure sectors like the 
railways; but even in such cases, part of the financing could be met 
through borrowing from the market with some interest subsidy from 
the budget. Methods of financing of the investment by other public 
enterprises through funds obtained outside the budget would have to 
be worked out. Public enterprises which are performing efficiently and 
are showing satisfactory financial results can be allowed by the 
Controller of Capital Issues to issue debentures as is done in respect 
of private enterprises. It would be desirable if Corporations in large 
cities are allowed to borrow funds against debentures with appropriate 
interest subsidy, to undertake slum clearance and other developmental 
activities. Another way of reducing the load on the public sector is to 
share with the private sector the task of expanding capacity in some 
areas such as power. 

(e) The Commission referred to the low rates of return being 
obtained from pulic enterprises as a whole (excluding the petroleum 
sector) and to the fact that several of them are making losses. At the 
State level, most public enterprises including State Electricity Boards 
and State Road Transport Corporations are suffering losses. There is 
little justification for continuing to own and operate enterprises outside 
the core sector, (The core sector for this purpose may be defined to 
consist of coal, steel, power, petroleum, railways, telecommunications 
and some strategic non-ferrous metals. Loss making enterprises in this 
sector cannot be closed down, but should be brought back to health on 
the basis of a time-bound programme), which are continually making 
losses and which, according to reasonable expectations, cannot be 
revived and turned around. At present, these enterprises are being 
Sustained largely through loans from the budget and to some extent, 
through grants. Major budgetary savings can be effected if a way can 
be found to cut down such loan or grant subsidy. Those enterprises 
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which can be rehabilitated with a reasonable infusion of funds should 
be brought back to health with the help of public financing institutions 
or the private sector; others would have to be merged with larger 
enterprises or closed down with adequate care taken to safeguard the 
interest of displaced labour. The Ninth Commission noted that part of 
the staff displaced could be absorbed in large number of vacancies 
normally arising in the Government itself. 


POINTLESS RHETORIC 


All this is rhetoric, perhaps quite pointless when we consider that 
none of the things the Commission demands can be undertaken by 
either the Central or State Governments. Not, when they have 
committed themselves to waiving the loans of upto Rs.10,000 of small 
farmers and artisans, 

Subsidies are an item of expenditure in the Central Government 
Budget that has been rising rapidly. The rate of growth witnessed in 
recent years is not sustainable. Food, fertilizer and export subsidies 
account for by far the major proportion of total subsidies in the Central 
Budget. Food subsidies might have to be targeted in future towards the 
poor only, (this I suppose is a sensible course to adopt) and with only 
a moderate rate of inflation, it would be possible to adjust issue prices 
when procurement prices are raised. The Commission felt that not only 
the manner of determining and granting fertilizer subsidy, but the 
entire philosophy and approach would have to be re-examined, as 
otherwise, with increasing fertilizer production on the basis of higher 
and higher costs due to increased capital cost, fertilizer subsidy would 
grow unbearably large in the not so distant future. Export subsidies are, 
of course, necessary but the increase in the quantum of subsidy could 
be reduced if the competitiveness of Indian exports could be ensured 
in other ways. 

The Commission urged that the above suggestions for policy 
changes be given the utmost consideration by the Central and State 
Government so that fiscal equilibrium is restored at least by the end of 
the period of the report, end March, 1995. 


NOT TO BE ISOLATED 


In conclusion, I must say this management of public finances 
should not be isolated from basic issues of management of the 
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economy. Efficiency in the sphere of public finance is not really 
possible when this is not there in other areas of management of the 
economy. When resources are not productively utilised and the 
Government, of the Centre and States, spend more than what they 
should it would be quite pointless to talk of fiscal prudence. Rightly, 
the Ninth, Finance Commission has linked the goal of a zero overall 
revenue deficit and the emergence of a surplus to a Normative 
Approach. This approach demands a substantial measure of efficiency, 
more productive spending by the Centre and States than has been in 
evidence hitherto and more efficient resources mobilisation. 

Not surprisingly, the States have voiced reservations about the 
Commission’s adoption of a Normative Approach and at one time 
demanded either its scrapping or a drastic modification. The 
Commission itself had problems pursuing such an approach. Its interim 
award for the period 1989-90 was based only on a partial adoption of 
the approach and the submission of the final award for 1990-95 was 
delayed by six months. 

Like the awards of the previous Commissions, that given by the 
Ninth might well fail to have the intended impact on the overall 
resources position of the Centre and States. But the basis of its final 
recommendations is the first step towards promoting an environment 
conducive to sound public finance. It is upto the Centre and states to 
consolidate and improve upon the mechanism sought to be introduced 
by the Ninth Finance Commission. 


Chapter 17 


ABOLITION OF BLACK MONEY 


Dr. K.K.Sharma 


L India, price level has been continuously going up during the 
last one year. On March 24, 1990 the wholesale price index (base 
1980-81 — 100) rose from 169.5 in the previous week to 170.3 and on 
point to point basis the annual inflation rate rose to 8.5 per cent from 
8.3 per cent. The pre-budget survey forecasts intensification of 
inflationary pressures in Indian economy due to overhang of liquidity 
and rapid growth of money supply. It appears the inflation rate in the 
country may have two digits; but inflationary pressures must be kept 
under control through manoeuvrability in managing supply and 
demand as per the conditions prevailing in the country. 

Regarding the price spiral, it may be said that the general price 
index of wholesale prices in India (base 1961-62 — 100) increased in 
the early seventies by 154 per cent, showing a compound rate of 
increase of a little over 8 per cent a year. Later on, the increase was 
even more phenomenal. 

The Reserve Bank of India in its Annual Report for 1973-74 had 
cautioned the Government of the danger of a hyper inflation and 
a-run-away price spiral if adequate steps were not taken. The caution 
was reiterated in R.B.I.’s Annual Report for 1979- 80.1 

In fact, one of the major factors responsible for a phenomenalrise 
in the price level is the existence of black money due to the existence 
of parallel economy. The term ‘black money is generally used to denote 
unaccounted money, secret income or undisclosed wealth and money 
involved in suppressed transactions. Black money also refers to not 
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onlyunaccounted moncy, but also that held in gold, jewellery,lands and 
buildings over and above the amounts shown in accounts. 


ESTIMATES OF BLACK MONEY IN INDIAN 
ECONOMY 


It was Dr.Nicholas Kaldor, who in his book "Indian Tax Reforms" 
estimated tax evasion in India between Rs.200 to Rs.300 crore in 1956. 
The Wanchoo Committee appointed by the Government of India in 
early seventies and the Raja Chilahiya Committee in the late eighties 
also estimated the extent of black money in Indian economy. The 
former Committee estimated the loss of revenue to be Rs.470 crores 
and the money value of transactions at Rs.7,000 crores.? 

In essence, black money has affected every sector of our economy. 
In spite of rise in productivity, it has gripped the economy with a 
galloping price spiral and artificially @eated and recreated shortages. 
The major factor to-day that inhibits the optimum growth of the Indian 
National economy is the acute shortage of adequate resources needed 
for economic development. A large portion of national resources lies 
in black money in parallel economy. It leads to conspicuous 
consumption through ostensible expenditure. 

The effects of black money on the country’s economy are 
disastrous. Black money affects the public revenues. Investible surplus 
is not properly allocated. Balance of payment suffers. The concepts of 
equity and equality are distorted and distribution is adversely affected. 
In short, the programme of economic planning suffers. 

Naturally, attention has to be paid to ascertain the amount of black 
money in the economy so that its evil effects may be controlled. This 
has been done from time to time in the past and attention has to be 
paid so that it may be eliminated in the Eighth Plan. 

In addition to the publications mentioned earlier, Finance and 
Development, a quarterly publication of the International Monetary 
Fund and World Bank* says, "Whatever method is used to estimate the 
magnitude of underground economy, it is evident that it is 
considerable". According to it, out of 19 countries the size of the 
underground economy in India is by far the largest, though in a foot 
note, it says that these data for various countries were made at different 
times and are Suggestive only and should not be taken to be precise. 

Recently in a statement purported from Yusuf Meharali Centre in 
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Hindi in the wellknown Hindi Journal DHARAM YUG, our 
ex-Finance Minister, Prof. Madhu Dandavate, estimates the size of 
black money in Indian economy at Rs.40,000 crore. What is surprising 
is that he says "This figure is authorised"? All these reports only say 
that the estimate is not precise. 

In this connection, the GDP growth in India as released by the 
C.S.O. and published in Times of India, February 28, 1990 is given in a 
tabular form just to indicate that the ex-Finance Minister’s estimate 
cannot be said to be correct. According to the C.S.O., the maximum 
amount of black money is about 20 per cent of GDP. The position 
worked out is as under: 


Rs in Crore 

GDP at Factoost at constant Prices At current Prices 
(1980-81) 20 per cent 

Rs. Rs. Rs. Rs. 

1988-89 1,88,481 37,696 3,48,896 69,779 

1987-88 1,87,816 37,563 2,94,408 58,881 


At constant (1980-81) prices, total national income (net national 
product at factor cost) works out to 


Rs. Rs. 
1988-89 1,94,967 38,993 
1987-88 1,66,593 33,318 


By having a look at the last column, we find that the figures in that 
column at constant prices are lower than Rs.40,000 crore and at 
constant prices are one and a half times Rs.40,000 crore. Thus the 
authorised figure of Rs.40,000 as black money estimated by the 
ex-Finance Minister does not seem to be accurate as he suggests. 

The estimate of national income at constant prices shows a rise 
of 11.1 per cent in 1988-89 over that in 1987-88. National income at 
current prices in 1988-89 is estimated at Rs.3,06,822 crore, 20 per cent 
of which is Rs.61,364 which may be black money. In 1987.88, the 
estimate of national income at current prices is Rs.2,57,913 crore, 20% 
of which is Rs.51,582 crore being the black money. 

Gross domestic savings show a rise of 20 per cent of GDP, while 
savings of public sector fell by 5.7 per cent during the year due to large 
negative savings of the Government administration. 

The estimates of tax evasion in India by the Direct Taxes Enquiry 
Committee, known as the Wanchoo Committee, produced its final 
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report in 1971, which gave an estimate of the extent of black money in 
Indian economy showing that the estimated income on which tax was 
evaded was Rs.700 crores for 1961-62 and Rs.1,000 crore for 1965-66. 
For 1968-69 it was put at Rs.7,000 crore. 


MEASURES FOR FINDING BLACK MONEY AND 
FOR FIGHTING TAX EVASION 


The Wanchoo Committee indicated that tax evasion was due to 
several causes. Falling moral standards, corrupt business practices, 
controls and licenses due to economy of shortages account for tax 
evasion. High tax rates and donations to political parties are also 
responsible for this. Those who give donations to political parties get 
protection. 

Tax evasion should be checked and controlled in order to control 
the evil effects of black money in the economy. For this purpose tax 
rates should be reduced and taxation should be simplified. Controls 
and licenses should be minimised. There should be strictness in 
enforcing tax laws. 

The 1990-91 budget says that there will be a multipronged drive 
against black money. The licensing policy is to be reviewed and 
simplified. Debt relief will be provided to farmers upto Rs.10,000 on 
one account irrespective of the size of the holding. The rural sector will 
get 49 per cent of the Central plan allocation in 1990-91. The provision 
of Rs.1,000 crore for debt relief and Rs.4,000 crore for the fertiliser 
subsidy in non-plan areas are in addition to the plan outlay in the rural 
sector. 

Simplification of industrial licensing, encouragement of exports, 
concessions in customs duty on capital goods against export obligation 
for industries are expected to help modernistion and improve 
competitiveness in the export market. It must, however, be said that 
taking into account the imposts on petrol, diesel, increase in railway 
rates and postal rates, the economy will be inflationary. 

The object of controlling parallel economy and black money is to 
prevent inflationary rise in prices so that deficit financing may not be 
necessary. The budget exempts farmers and agricultural labourers 
from loans upto Rs.10,000 each. This will lead to inflation in the 
economy unless steps are taken in time to control the situation. 

The ex-Finance Minister anticipated this situation and in a 
statement published in the widely circulated Hindi weekly, DHARAM 
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YUG, dated March 4-10, 1990, he has categorised persons who will not 
be exempted from debt payment. Persons who have borrowed from 
cooperative and commercial banks separately, those whose income is 
good and has increased after having taken loan will not be exempted. 
He further says, "We shall exempt only those who are famine or flood 
stricken. We shall first exempt them from interest running on loans and 
then gradually we shall exempt the principal sum also. We shall arrange 
all this in a planned manner that we shall neither lack resources or 
sources of getting funds". 

The Finance Minister has announced that certain schemes of 
investments will be opened to the black sector in order to siphon off 
unaccounted incomes. The budget is not, therefore, geared to reduce 
the scope of black money. Even the change in the Gift Tax may not 
prevent tax evasion for he has not provided higher collections in the 
1990-91 budget than in the budget for 1989-90. 

The object of eliminating black money from Indian economy is to 
check inflationary rise in prices. According to the Governor of the 
Reserve Bank of India, Mr.R.N.Malhotra, the disproportionate and 
persistent increase in liquidity has been an important factor in fuelling 
inflation in the recent past. The RBI in its credit policy for the first half 
of 1990-91 has therefore laid emphasis on reducing the overall 
monetary expansion from the extremely high figure of 19.4 per cent in 
1989-90. 

Since the real economic growth in 1990-91 was expected to be 
lower than the average of recent years, inflation might rise unless both 
fiscal and monetary policies were implemented effectively to control 
excessive monetary creation. The reduction in overall budgetary deficit 
to Rs.7206 crore in the current year against the revised estimate of 
Rs.11,750 crore in 1989-90 will be helpful for moderating liquidity 
growth. 

The bankers have been asked to plan their credit budgets on the 
basis of aggregate deposit growth of Rs.27,500 crore which is 16.6 per 
cent as against 19.4 per cent in 1989-90. 

With the same objective in view, the Statutory Liquidity Ratio 
would be raised to 38.5 per cent from the present level of 38 per cent 
of net demand and time liabilities. From July 28, 1990, the S.L.R. of 25 
per cent in respect of non-resident (External) Rupee Accounts and 
foreign currency accounts would be raised to 30 per cent. Some 
changes would be made in the refinance facility available to banks from 
the RBI from August 25, 1990. They would get export credit refinance 
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equivalent to 75 per cent of the increase in export credit over the 
monthly average level for 1987. This has been done to encourage 
exports. The G.I.C. Industrial Development Bank of India and 
NABARD will be permitted to operate in the short-term money 
market only as lenders. : 

This credit policy is subject to an important criticism in that it does 
nothing to see that banks go into regions that lack industry. The old 
priorities have not been changed. The RBI should have taken a more 
helpful stance on exports. The increase in SLR by one half or one per 
cent will ensure adequate subscription to the Government's market 
borrowing programme for the year. It will avert the shortfall of 1989-90 
but will not solve the problem of overhang of liquidity. The monetary 
impact of massive deficit fianancing will continue to be felt for some 
time. The inter-bank call money rate has been opened to the Industrial 
Bank of India (GIC) and NABARD. The RBI funds will now flow into 
the short-term money market since NABARD is financed by the RBI. 
This will not remove inflation. 

In reality, the Plan objectives and resource mobilisation need 
national consensus. Planning should involve a continuous development 
of the national economy. This can be possible when there is a national 
consensus on plan objectives i.e. rise in GDP and equitable, 
distribution of planning gains. People should have opportunities for 
gainful employment so that they may rise above the poverty line and 
this is possible when economy is sustained and sustainable. 

Our country is big and it has big problems. There should be gainful 
employment opportunities for people. The problem of black money in 
the economy has to be dealt with in a realistic manner so that its control 
and removal may lead to the availability of resources for economic 
growth. 

The macro-economic imbalances including fiscal and balance of 
Payment deficits have taken a toll on overall economic performance. 
In 1989-90, the industrial growth rate was 6 per cent and overall growth 
rate in the economy in 1989-90 may be 4 to 4.5 per cent as against 10.4 
per cent in 1988-89, 

Hence intensification of inflationary pressures may take place in 
the Eighth Plan period due to overhang of liquidity, rapid growth of 
moncy supply and limited food and foreign exchange reserves. As 
pointed out previously, the Reserve Bank Governor in RBI's Monetary 
and Credit Policy has made provison to effectively deal with the 
overhang liquidity. Even then, the scope for supply manoeuvrability is 
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limited. 

Inflationary pressures have to be dealt with by demand 
management. Hence to combat inflation and for laying the basis for 
sustained, equitable non-inflationary development in the Eighth Plan, 
multi-pronged approach for correcting fiscal imbalances is necessary. 
Tight control over budgeting, control over consumption expenditure, 
and a substantial broadening of tax base and systematic collection of 
tax receipts are indispensable in the Plan period. 

The proportion of expenditure on capital formation declined from 
40 per cent to 34.7 per cent in 1989-90, while transfer payments from 
the Centre increased from 31 per cent to 40 per cent. The share of 
consumption expenditure went up from 21 per cent to 23 per cent, 70 
per cent of which is accounted for defence. There is little possibility of 
let upin pressures on balance of payments in the Eighth Plan for which 
rapid export growth in value and volume is required. 

Under the circumstances control over black money in the economy 
is indispensable. That will depend upon the vigour with which 
inflationary pressures will be kept under check by Government. 
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PART - VII 


MISCELLANEOUS 


Chapter 18 


TRANSPORTATION AND 
ECONOMIC DEVELOPMENT 


Purshotam D. Vashist 


RE of transportation in economic development cannot be 
undermined. Not only the transportation facilities have a 
direct impact on the supply and marketing of goods, but also a good 
distribution system squeezes time and economises expenditure. The 
urgent and now widely accepted need to improve and expand transport 
facilities in India is clear from the fact that the transport sector 
commonly takes over more than 20% ofthe total outlay in development 
planning. Not only this, many other aid funds are also selectively 
pumped into this particular field of development and the principle is 
now generally accepted that the improvement in the transport forms 
perhaps the most valuable variable towards economic, social and 
political development. Whereas on the one hand an efficient 
transportation system is a boon to development, on the other 
inadequate, unreliable or erratic transportation leads to losses and 
delivery failures. Poor transport can perish tender agricultural produce 
needed for inter-dependent industries and other enterprises. 
Uncertainty: in transportation forces the producers, farmers and 
industries to maintain considerably large inventories. Tardy 
transportation results in damage, spoilage and pilferage of goods. 
Unreliable transportation system has a direct bearing on the travel of 
enterprise personnel which results into lack of contacts between firm 
executives, customers, buyers, govt. officials, suppliers, bankers and 
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other links in the business chain. If local transportation is erratic or 
inadequate it is likely to lead to absenteeism among government 
officials and enterprise personnel. It may inhibit the use of multiple 
shifts and employment of the woman work-force to the development 
of which the country is seriously wedded. 

In short, transportation is the key to enterprise and development. 
During the Seventh Five Year Plan (1985-90) total outlay for transport 
including railways, shipping, civil aviations, roads, bridges, inland 
water transport and other transport services was fixed at Rs.22064.86 
crores (figure as per revised budget estimates Seventh Five Year Plan). 
Out of which during the mid-term appraisal the actual plan 
expenditure amounted to Rs.4072.19 crores. There is still a need for 
further greater allocations for the development of railway, road, air, 
shipping and inland transportation including building up of 
infrastructure for example roads, bridges, railway-tracks and other 
related services. 

Fortunately India's overall transportation system is better than 
that of many other developing countries. It is a happy augury that after 
the departure of the British colonial rule in India, the nation is giving 
much importance to the development of transport and allied services. 
India's transport system however is not free of grey areas as different 
forms of transportation facilities in some parts of the country are 
well-developed and in other regions susbstantially lagging behind. To 
quote an example, transportation facilities in Northern India are much 
better as compared to those of North-Eastern and other Mountainous 
regions. This is one reason for their backwardness and want of their 
economic development. In the absence of transportation facilities, 
North-Eastern region has to indulge in primary activities only. Their 
surplus agricultural produce always perishes nor can any industry come 
up there for want of an efficient transportation system. Similarly, this 
region cannot even take recource to employment and self-employment 
generating activities like IRD (Integrated Rural Development) and 
other industries in formal or informal sectors. Certainly, in the early 
stages of economic advance in the communities where subsistence 
agriculture is still important, transport is the key to development. 
Following are the major reasons and suggestions emphasising the role 
of transport in economic development in India: 

i) Transportation is the sine qua non of colonisation, encampment 
and settlement of human-beings in different regions. Experience has 
shown that transport facilities open out the country, region and people 


Transportation and Economic Development 231 


to other areas which would have been otherwise inaccessible being too 
distant. In India there are great areas which are now empty of people 
but can be suitable for settlement when highways and other 
transportation facilities are created there. To quote, if transport was 
not sufficiently developed Punjab and Haryana could not produce 
surplus food-grains and support other parts of the country. At the 
internationallevel the building ofa network of roads in Brasillia, capital 
of an under-developed Brazil has made this city thickly populated and 
areal nodal point as opposed to vast and thinly populated other interior 
areas there. In India there is a need to locate negligence areas and 
develop them in terms of transport facilities even at the cost of less 
allocation to the highly developed areas whatever the political 
compulsions. 

ii) Improved and expanded transport facilities are necessary for 
widening and fusion of the markets and for stimulating further 
production for internal and external trade in our country. This will 
encourage the growth of modern exchange economy, bring additional 
buyers and sellers in contact with growth centres. This will increase 
elasticity of demand and supply. Further-more, transport allows free 
exchange of goods and services between rural and urban centres, 
enabling the cultivator to rise above subsistence level by producing and 
marketing locally grown food and simple handicraft and other items in 
his own village. Practically nothing would occur in the business, if there 
were no transport nor even towns could exist at all. Transportation 
facilities encourage and facilitate the geographical specialization in 
agricultural production. This becomes very relevant in case of tribal, 
jungle and sub-mountainous areas where for want of transport facility 
agriculturists and rural artisans have to carry their produce in 
head-loads to shanty markets. It is a fact that when they cannot carry 
enough goods on headloads they cannot earn enough money. They 
spend longer time in travelling which keeps them from doing further 
work resulting into waste of their mandays and energies. In reality, 
there is a need for augmenting transportation facilities and 
infrastructure in tribal areas for example those of Madhya Pradesh, 
Orissa, Bihar and other mountainous and distant regions in the North 
East. 

iii) Improved transport facilities will also help intensification in 
agricultural production through improvement in techniques reaching 
out to distant areas. It is not advisable for instance to enourage the use 
of chemical fertilizers, improved seeds and other inputs to the farmer 
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or his wife when the country cannot give them effective transportation 
System as they have to rely on head porterage or primitive modes of 
conveyance. Intensification of development calls for continuing efforts 
aimed at reducing the cost of all the operations and inputs which cannot 
be possible without an affective transportation system thereby leading 
to reduction in transport cost. Dependable and safe transportation 
system help reduce over-head charges and losses due to damage, 
spoilage, delay and pilferage of goods. 

iv) The state-owned and operated Indian Railways account for the 
biggest share of countries modern commercial traffic. In per capita 
terms India still has less than 10% of the rail road track as compared 
to that of the United States but the total freight carried is much less 
than 10% of that handled by the U.S.rail. Freight traffic in the country 
today is far from being satisfactory and dependable which further adds 
to the cost of the transported goods. In many sections switching is 
always needed because tracks change from narrow to broad gauge or 
vice-versa. Shipments get sidetracked for weeks or months and some 
are lost for ever. In fact, many companies/departments have to take 
precaution of sending a paid chowkidar or guard alongwith their 
shipments. Indian rail freightage and transportation system needs 
special care and revamping during the 8th Plan. 

v) Certain type of produce requires special transportation and 
storage facilities e.g. refrigeration. Certain other commodities are 
hazardous to handle for example explosives for highly inflammable 
reasons and have to be provided safety services during their 
transportation. If these facilities are not made available bythe country’s 
transport planning system such goods cannot either be sent by rail or 
road transport or they may entail very high risks and costs. Agricultural 
produce probably suffer the most from inadequate transportation 
facilities apart from many other items which cannot be sold in the far 
away markets and have to be sold in and around the growing areas that 
too during their harvest season only. Country’s 8th Plan not only should 
aims at increasing the capacity of the transport system but also to do it 
through maximising the utilisation of assets, technological 
upgradation, development of energy efficient modes and promotion of 
multi-model transport system. 

vi) Broadening of the markets and transport system makes facile 
large scale production, increasing elasticities of demand and supply 
and division of labour. If transport system develops so does progress 
the country’s entire system of agriculture, mining, industry and other 
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services. This will reduce not only pressures on domestic demand but 
will also make exports possible. 


vii) There is another subtle and indirect reward which 
improvment in transport can give to the 70% of the Indian population 
living in the remote rural areas. People there are full of ignorance, 
superstitions, caste feelings, blind customs and traditons. At the same 
time want of transport system hinders labour movement from place to 
place. All these restrictions have become very big impediment to rapid 
economic development. If adequate, efficient and cheap transport 
facilities are made available to the far flung areas, problems like 
poverty, illiteracy and black faith can be reduced. 

viii) Finally, improvement in transportation system will help rapid 
industrialisation and creation of service sector in India which will raise 
per capita income of the people. Transport development will also 
facilitate large scale industries which would be beneficial in many ways. 

The above list is by no way exhaustive but is only illustrative. 
Fortunately the rail and road system has been able to connect major 
cities in India. It is also heartening to learn that most of the remote 
areas are also connected by air services which though inadequate are 
nevertheless there. The road system even in the remote areas is fairly 
functional. Unfortunately few of India's rivers are navigable. Most of 
the rivers here are shallow and have torrential flow during monsoon 
season only. This calls for greater attention to be paid to the 
development of road and rail transport in India. There seems to be 
little doubt that in India roads will continue to cater to increasing share 
of internal passenger and freight traffic as compared to other modes 
of transportation for example rail or air. 


The roads which are more flexible instrument for inducing 
economic development, can penetrate more easily even in 
mountainous and other difficult terrains and can be tapped at any point 
for the purpose of distribution. The roads are also much less 
capital-intensive method of providing transport facilities. It is 
suggested that during the Eighth Plan more and more funds should be 
allocated for road development which is a divisible investment as 
compared to rail or air which are indivisible investments. 


To conclude trasnport needs more than 40% share of the Eighth 
Plan allocations supplemented by the creation of other facilities like 
warchousing, marketing, communication, processing, packaging, 
grading and quality control etc. 
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Chapter 19 


PUBLIC POLICY ANALYSIS IN A 
NEGLECTED ASPECT 


Purshotam D.Vashist 


ness no Indian denies that these are the troubled times for the 
Country. During the last four decades lack of public 
confidence and disaffection in the Government and its institutions has 
touched all times high. No Indian institution whether at the Centre, 
States or District levels seems to enjoy unqualified confidence of a 
majority of people. At this juncture the entire citizenery living in rural 
or urban areas is exhibiting an acute sense of forebodding and 
pessimism in the system. There is a feeling that those who run this 
country do not really care what happens to the people at large. Income 
distribution is unusually inequitable and the public delivery system has 
failed. The rich are getting richer and the poor are getting poorer. The 
ensuing 8th Plan 1990-95 calls for a reversal of trend and rebuilding of 
confidence in the Govt. and its agencies. One of the best ways to do so 
Is to take recourse to ‘public policy analysis’. 
„Alround confusion and maelstrom is not only owing to the vested 
interests of the politics, bureaucracy and business but fundamentally 
also because of a wide gap between promise and performance. Many 
times intentions of the Government are absolutely clear and the 
Government wants to act honestly and equitably, but in practice it may 
not happen, because different power echelons may be vested. 
All Governments operate through ‘public policies’ what after all a 
‘public policy’ is? In simple terms a public policy may entail what the 
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Government should do for the people. 

In case, the Government fails to do what it lays down as the policy, 
there should be accountability and obligation to achieve the same. The 
actions and inactions of the Government are the proper concern of the 
public and political scientists whether these are in the areas of health, 
education, welfare, taxation, security, child-care or providing safe 
drinking water. Failure or lackadaisical performance of the public 
policies may lead to embarrassment or even fall of the Government. In 
order to achieve the goals enshrined in the policies the Government 
takes recourse to two important aspects i.e. (a) participation and (b) 
personnel. By participation is implied all those who participate in 
politics i.e. local politicians, Members Legislative Assemblies, 
Members Parliament and Ministers and have influence on the public 
policy making process. By personnel is implied all the individuals and 
groups of the officials starting right from the village, block, town, 
district, state and central ministries levels who ultimately implement 
the public policies. 

The actions of this combine of the participation and personnel 
have a direct impact on the efficacy of the public policies. The politician 
sometimes forgets the difference between platform rhetoric and policy 
reality, which frustrates and beguiles the aspirations of the people vis-a 
vis the public policies. Not much benefit can be derived from political 
rhetoric which is normally highly consensual, but vague e.g. national 
integration, equality, justice and employment for all. The real test of a 
public policy is not, "We will deal with terrorism strongly"; but "Have 
we apprehended the terrorists? Have our policies reduced poverty or 
exacerbated it"? This leads us to a paradoxical situation i.e. want of 
action of the Government by the actors in the Government. 

If a Government has to function well, it has to take care of the twin 
aspects of personnel and participation in the right earnest. Public 
policy making is choice taking. Government has to make use of 
contending allocations of scarce resources in order to achieve its goals 
of helath, employment, poverty eradication, infrastructure building, 
agriculture and industrialization. In any case, the Government cannot 
ride off in all the directions, but has to choose priorities. In order to 
allocate scarce resources information, survey reports and statistics are 
important. Is the Government able to accumulate accurate 
information? In fact such choices and decisions are normally plagued 
by fragmentary, incomplete and inadequate data. The large size and 
population of a country like India make it further difficult to acquire 
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correct information and data. Enlargement and authenticity of data 
base is the country's need of the hour. 

In taking decisions hard choices will be avoided or constantly 
postponed in the anticipation that one day the necessity for choice will 
wither away or even the particular minister or official might change 
leaving their successors to bear the brunt. 

Political decisions are ultimately a function of politics and cannot 
be wished away. In a large democracy and complex society like India 
political resources ofa particular constituency, region, caste or interest 
group may create vast inequalities and discriminations. This tendency 
has to be checked by the Government of the day. 

Politics cannot have "free choice". Political and economics 
alternatives involve "trade offs" and "opportunity costs". If some money 
is to be spent on poverty alleviation programme simultaneously, it can 
not be spent on military hardware. Likewise, investment in irrigation 
precludes the same on housing. Accompalishment of any given goal 
may involve a number of policy alternatives. In order to raise the ‘living 
standards’ one could identify myraid of policy options: providing jobs 
to the poor; pouring money in health, education and shelter, adopting 
guarantee employment schemes, organising the people for political 
action, changing the culture of poverty, radically redistributing income 
and providing speedy justice. 

Since it is a political reality that a country’s resources cannot be 
infinite, one has to weigh the costs and benefits of different options. 
Trade-offs between one goal and another have to be balanced. There 
has to be an effective system of monitoring, evaluation and 
accountability in both politics and bureaucracy in order to determine 
whether goals are being achieved or not. 

In a political situation it is easy to declare an unconditional ‘war 
on poverty’. But winning it is easier said than done. This takes us to the 
need of the analysis of a public policy which will require its constant 
rediscovery, specification, selection, monitoring, trial, impact and 
evaluation of alternatives in solving public problems. It involves policy 
implementation and putting ideas into practice. It involves the 
assessment of policy outputs. If the national and states policy makers 
and perspective planners could raise these kinds of issues, this will add 
to the efficacy and credibility of different policies and would prove 
their solid justification. 

Today, in the country most of the public policies are conceived 
from the political fora arising out of the ‘political exigencies and 
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contigencies'. In fact, a public policy should be conditioned by the past 
and made by the present for the future. What is future after all? In 
Short, it is the extension of the past and the present. Any public policy 
that is made has to have long and short run implications as all policies 
are meant for the future. As policies are future-oriented the past and 
present have powerful influences and constraints on their options. 

We cannot make public policies sans the past e.g. huge funds 
locked in the public sector make the liquidation of loss making units 
very difficult. Every beneficial or altruistic policy is also affected by the 
"iron grip" of incrementalism in the policy making process. Public 
policies have to always face constant tensions between "rational" and 
"political" considerations. To rationally counter-balance them is the 
real challenge and test for personnel (bureaucracy). 

The world is changing very fast. The rate of change whether social, 
political or economic was slow some 20 to 30 years ago and passed by 
unnoticed. Any change these days is quite rapid which creates 
adjustment problems. The future aspects of the public policies give rise 
to the widespread fear to their makers i.e. the political masters and the 
bureaucrats who should possess adequate wisdom and foresight to 
plan for the future. The politicians will never address the future beyond 
next elections. The hope that the bureaucrats are permanent and they 
do not have to depend on mandate for their future will have to become 
highly impersonal and pragmatic in assisting the ministers in policy 
making. When does it happen? The experience has shown that the 
bureaucrats have become more political than the politicians both for 
their survival and aggrandisement. They normally may not differ with 
the ministers and politicians even on the matters of principles lest they 
should annoy them. 

For the sake of a good public policy by which the people at large 
may benefit, no politician will sacrifice votes that may be needed in the 
next general election. It would be his efforts to have the matter 
postponed or further probed through a task force, committee or 
commission so as to defer the same as long as possible. When out of 
power or in opposition, a politician would insist upon the ruling party 
to take immediate action on policies and may even go to the extent of 
agitation, dharnas (sit-ins), media compaigns, slogans and 
pandemoniums in parliament. In short avoidance of harsh and 
unpopular public policies, no matter however essential and 
welfare-oriented will produce non- decisions. The participation 
(politics) and personnel (bureaucracy) would leave them to the future 
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players and actors in the Government. 

Human needs are immediate. Most of the human-beings are 
present- oriented rather than future-oriented. Likewise, a majority of 
human beings are inward-oriented rather than outward-oriented. Only 
once one's present is secure will one think of one's future orientation. 
Likewise, most of the human-beings tend to be local rather than 
cosmopolitan. Human activities are confined to the pursuits of close 
range targets rather than long range goals and the same is true of the 
public policies a tendency which a politician and bureaucrat of the day 
must avoid in the larger interests of the country. 

In the light of the above discussions, it makes our task of public 
policy-making and its analysis further difficult. Powers- that-be should 
become public policy-minded so that not only do they understand it, 
but can also dove-tail it to the changing circumstances, so as to derive 
maximum out of the same. The technique of "public policy analysis" 
should become a way of life so as to benefit different cross-sections of 
society ushering it into 21st century. Let recourse to "public policy 
analysis" be the national avowed goal during the 8th plan. 
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Of Allied Interest 


Modelling Indian Economy, By Surjit Singh Rs. 200.00 

The study traces the tradition in modelling covering both developed 
market economies and developing countries and makes useful suggestions 
for improving the modelling of a developing economy. In the Indian 
context, the various attempts at modelling have been examined while 
making distinction between macro-economic models and planning models. 
The study highlights and enumerates certain important facets of the Indian 
economy that have not received adequate attention in macro-economic 
models. This gives an important lead to researchers for further work to 
improve the quality of modelling for planning. In assessing the performance 
of the Indian economy through plans, the author succinctly recognises that 
the non-fulfilment of targets may be as much due to inadequacies of 
planning process and strategies as to faulty implementation. The study 
points out the failure of the planning process to evolve adequate instruments 
for effectively influencing the composition of investment and ensuring its 
efficient performance. It observes that there is lack of synchronization 
between demand and supply, inadequate implementation and project 
formulation and lack of coordination between objectives and strategies. 
The study underlines the importance of a mechanism for continuous tracking 
of the economy. In evaluating the performance of the Fifth Plan model, 
the imbalances between the targeted and realized output levels and ‘implicit’ 
output levels, which would have resulted from the realized final demand 
components, have been examined by using the open static leontief model. 


Economists, planners and policy makers should find this book of immense 
interest and utility. 


New Indian Agenda, By Purshotam D. Vashist ias Rs. 200.00 

This master-piece includes for the first time in its ambit topics like food, 
agriculture, economy, technology, poverty and society as part of New /ndian 
Agenda. The author feels that in building a new Indian economic, social 
and techno structure a very important role has to be played by the 
bureaucrats, political masters, scientific and business communities. He has 
proposed New /ndian Agenda consisting of topics like additives, meat, 
consumerism, food, prices, quality control, inflation, privatization of 
economy, investment, Smith Marx-Keynes and Indian economy, national 


technological climate, women’s enterprise, secularism, education and district 
administration. 


There may be many other topics to which the country has to simult- 
aneously address itself, but the proposed New /ndian Agenda could serve 


as a start point leading to a change for the better. This book should augur 
well for a 21st Century India ! 


